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1.0 EXECUTIVE SUMMARY1

On January 6, 2010, E.L.K. was incorporated pursuant to the Business Corporations Act, of2
Ontario, and is the successor corporation to the Hydro-Electric Commission for the Town of3
Essex, the Corporation of the Town of Lakeshore Hydro-Electric Commission, and the4
Kingsville Hydro Electric Commission. Initially, the three municipalities were shareholders of5
the corporation. In 2008, E.L.K.’s shareholders entered into a share purchase agreement6
whereby the Town of Essex agreed to purchase the common shares of the Town of Lakeshore7
and Town of Kingsville. The transaction was approved by the Board in January 2009, and the8
Town of Essex became the Company’s sole shareholder. E.L.K. is therefore 100% owned by9
The Corporation of the Town of Essex.10

On October 18, 2012, the Ontario Energy Board (the “Board” or “OEB”) issued its “Report of11
the Board: A Renewed Regulatory Framework for Electricity Distributors: A Performance Based12
Approach”, and subsequently commenced implementation of the Renewed Regulatory13
Framework. This report set out a comprehensive performance-based approach for the Renewed14
Regulatory Framework which promotes the achievement of outcomes that will benefit existing15
and future customers; will align customer and distributor interests; will continue to support the16
achievement of important public policy objectives; and will place a greater focus on delivering17
value for money. Under this approach, a distributor is expected to demonstrate continuous18
improvement in its understanding of the needs and expectations of its customers and its delivery19
of services.20

On March 5, 2014, the Board issued its report on “Performance Measurement for Electricity21
Distributors: A Scorecard Approach”. The report sets out the Board’s policies on the measures22
that will be used by the Board to assess a distributor’s effectiveness and improvement in23
achieving customer focus, operational effectiveness, public policy responsiveness, and financial24
performance to the benefit of existing and future customers.25

E.L.K. is one of the leanest and lowest cost LDC’s by rates in the province. E.L.K. continues to26
strive to provide electricity to our customers in a safe and efficient manner at a fair and27
reasonable cost. This can be evidenced and proven using the OEB’s website tool “Calculate28
your Bill”. E.L.K. calculated each utility in the tool using the monthly average of 800 kWh and29
Time-of-use Pricing plan and the results exhibited that there was only 1 other utility in both the30
Residential and Small Business Sector whose bills were at lower cost than E.L.K.`s using this31
mechanism.32

This has once again been re-established through the Pacific Economics Group research, LLC33
2015 Benchmarking Update Report to the Board issued July 2016 that places E.L.K. in Group 1,34
along with only 5 other utilities.35

E.L.K. prides itself on being efficient while at the same time improving operationally and as an36
organization.37
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Management of E.L.K. continues to review its business strategy and objectives from time to time1
to ensure compliance and a direct alignment between the OEB’s RRFE and E.L.K.’s business2
strategy.3

The key elements of this Application are as follows:4

 E.L.K. is requesting the approval of its proposed service revenue requirement of5
$4,513,093, an increase of $627,952 or 14% over 2017 revenue at existing rates.6

 The main drivers of the revenue deficiency, as outlined in Exhibit 6 are:7

o E.L.K. projecting two additional operational linemen in the Test year to assist8
with future succession planning.9

o Cost increases from 2012 in order to maintain the overhead and underground10
system.11

o Costs in 2017 for two additional office staff members within E.L.K. E.L.K. is12
planning for an addition of an engineering manager to assist the operations13
manager as well as a financial and regulatory analyst to assist with the ever14
increasing regulatory requirements.15

o Costs incurred by E.L.K. for assistance in the preparation and support of this16
application.17

 However, the increases in OM&A are offset by decreases in depreciation and PILs18
resulting from changes in accounting policies.19

 The OM&A increase is also offset by a slightly lower return on rate base resulting from a20
lower rate base which is impacted by a lower working capital allowance of 7.5% in 2017.21

E.L.K. is requesting a rate base of $ 12,000,666. This rate base is also used to determine the22
proposed Revenue Requirement found at Exhibit 6. The Rate Base for the 2017 Test Year has23
been forecasted to decrease $544,423 (4.3%) over the 2016 Bridge Year and further described in24
Exhibit 2.25

26
E.L.K. has described its approach for major capital investments as part of the DSP in Exhibit 2.27
Specifically, in the area of System Renewal, E.L.K. relies on asset demographic and condition28
data to develop investment levels, which are then tied to portfolio performance and relative29
reliability outcomes. For System Service projects, a prioritization method is used to objectively30
assess material investments against corporate objectives as described. In addition, projections31
for System Access have been developed that include a forecast of new connections over the plan32
period, against which historic unit costs have been applied. Exhibit 2 details out E.L.K.’s capital33
plan over the DSP period.34
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1

2

This Application is based on E.L.K.’s 2017 Business Plan for the regulated portion of its3
business and can be found at Appendix 1A – E.L.K. Business Strategic Plan 2017. In developing4
the Business Plan, E.L.K. was mindful of the need to align its business principles with the5
objectives of the RRFE, particularly with respect to improvements in productivity, maintenance6
of safety, excellent customer service and a steady and fair financial return for the shareholder.7
E.L.K.’s Business Plan has changed from previous years to ensure a closer alignment with the8
objectives of the RRFE.9

1.1 Mission10

E.L.K.’s mission statement is to provide the highest quality service to our customers by11
ensuring that the electrical system is designed, constructed and maintained to ensure its12
reliability, safety and affordability while increasing shareholder value.13

1.2 Core Objectives14

E.L.K.’s priorities are defined in its Corporate Goals15

 Provide a safe and reliable electricity distribution system with the capacity to meet the16
expectations of our customers and support local economic growth.17

 Promote and practise excellence in safety.18

 Establish the lowest retail rates possible without compromising the financial integrity of19
the Corporation in compliance to our Shareholder’s direction and Corporate Strategic20
Plan.21

E.L.K. has taken a strategic approach to its business plan in order to position itself to deliver on22
its goals and objectives. As set out in the Business Plan, E.L.K.’s has specific business goals:23

Maintain an adequate and skilled employee base to meet ongoing demand and meet24
E.L.K.’s Capital Investment Plan by hiring two additional linemen (tied to RRFE25
Customer Focus and Operational Effectiveness Outcomes)26

This goal has changed from previous years as E.L.K.’s anticipated addition of two operational27
linemen in the 2017 Test year will assist in E.L.K.’s future succession planning. This will assist28
E.L.K. in properly managing workload and well as training new staff members during a time29
when E.L.K.’s age of workforce continues to increase and retirements become a forefront issue.30
Complexities and informational knowledge collected and experience over twenty years will be31
required to be learned and passed to the next generation of staff. This is a new business goal as32
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there has been no retirement’s prior to Dec 31, 2015, and will definitely increase customer1
service as well as operational effectiveness. This is responsive to customer feedback as2
respondents to E.L.K.’s Oracle Poll Customer Survey Report found in Appendix 1D were 80%3
in favor to an operating budget increase of approximately $3.3M or 20% higher than in prior4
years, which specifically supports the hiring of two additional linemen being sought in this5
application.6

E.L.K.’s capital plan is described in detail in the Distribution System Plan (DSP) in Exhibit 2.7
The DSP provides the OEB and all interested parties with an overview of E.L.K.’s asset planning8
objectives and goals, a review of E.L.K.’s asset-related operational performance over a 5 year9
historical period, and a preview of planned expenditures.10

This DSP serves to outline how E.L.K. will develop, manage, and maintain its distribution11
system equipment to provide a safe, reliable, efficient, and cost effective distribution system.12

Chapter 5 requirements for the OEB are referenced by sections and subsections. Within this13
DSP E.L.K. has followed the outline of the OEB regulation in numerical order by section14
number.15

The DSP identifies the major initiatives and projects to be undertaken over the planning period,16
to meet customer and stakeholder requirements. Preparation of the DSP in this format is17
intended to supplement E.L.K.’s rate application for 2017 distribution rates to the OEB.18

The intent of E.L.K. is to meet the filing requirements set out by the OEB in Chapter 519
(Consolidated Distribution System Plan), and to provide the information required by the Board20
under the Renewed Regulatory Framework for Electricity (“RRFE”) to facilitate assessment of21
E.L.K.’s application, in the areas involving planned expenditures on the distribution system and22
other infrastructure. For the purposes of the filing, the DSP has consolidated documentation of23
E.L.K.’s asset management process and capital expenditure plan.24

The DSP is consistent with Board expectations for distributors to optimize investments with25
present and future customers in mind. This Plan is focused on delivering good value for money26
and aligns the interests of E.L.K. with those of its customers; it also supports the achievement of27
public policy objectives and sustaining financial viability. E.L.K. wants to ensure that the28
performance outcomes, as established by the OEB for electricity distributors, are being achieved29
in a planned manner.30

The DSP consolidates documentation of E.L.K.’s Asset Management Process and the Capital31
Expenditure Plan to maximize overall value to stakeholders in areas like service quality,32
customer satisfaction, safety, asset renewal and financial performance.33

Increase regulatory/accounting and operational capacity in the accounting and engineering34
departments by planning to hire two additional staff members, being a35
regulatory/accounting analyst and engineering manager (tied to RRFE Customer Focus36
and Operational Effectiveness)37
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This goal has changed from previous years due to a better understanding and appreciation of new1
initiatives and requirements in both the regulatory and operation fields which have resulted in2
increased hours of current staff and less periodic review of monthly reporting. E.L.K. has3
decided now is the time to right size these departments with qualified individuals. Once again,4
this is responsive to customer feedback as respondents to E.L.K.’s Oracle Poll Customer Survey5
Report found in Appendix 1D were 80% in favor to an operating budget increase of6
approximately $3.3M or 20% higher than in prior years. Further, approximately 70% of7
respondents support E.L.K.’s operations and maintenance plans even with an impact on rates,8
which specifically support the hiring of two additional linemen being sought in this application.9

In 2017, E.L.K. is expecting to complement its current supervisory staff with the addition of an10
engineering manager and accounting/regulatory analyst. This complement will allow the11
Director, Finance and Regulatory Affairs and Operations Manager to focus on a broader scope,12
getting involved in larger dynamic type issues, participating more in working groups, joining13
councils and greater participation in industry-wide type issues and councils/groups. By allowing14
the current Manager of Operations and Director, Finance & Regulatory Affairs to extend15
themselves into these new type initiatives will definitely increase knowledge, thought processes16
and ultimately will be able to provide benefits from both a service and cost perspective for17
E.L.K. and our customer base, providing that value added benefit. Although there will be an18
increase to OM & A, this is required to create greater efficiencies in the future.19

Plan to shift annual financial reporting to more intermittent reporting (tied to RRFE20
Financial Performance)21

With the addition of a new regulatory/accounting employee this will allow E.L.K. to create this22
new goal as the increase in department personnel will allow for this increase in function. E.L.K.23
new regulatory/accounting analyst will allow the Director, Finance and Regulatory Affairs to24
focus more on reviewing balances, comparisons to budget on a more regular basis. This will25
allow management to continuously manage and monitor financial performance over the year.26
This in turn will allow for continuous improvements in productivity and performance throughout27
the year. This avoids major surprises at year end and potential swings in under vs. over earnings.28
The hiring of two additional staff members will increase costs and have been taken into29
consideration in this COS. Although there are increased costs, the benefits of increased financial30
reporting outweigh these costs. As previously mentioned, this is responsive to customer feedback31
as respondents to E.L.K.’s Oracle Poll Customer Survey Report found in Appendix 1D were32
80% in favor to an operating budget increase of approximately $3.3M or 20% higher than in33
prior years. Further, approximately 70% of respondents support E.L.K.’s operations and34
maintenance plans even with an impact on rates, which specifically support the hiring of two35
additional linemen being sought in this application.36

Plan to meet E.L.K.’s Service Quality Objectives by increasing formal customer37
engagement activities (tied to RRFE Customer Focus Outcome)38

E.L.K. has consistently exceeded the OEB’s Service Quality Indicator standards, and as set out39
in Exhibit 2, it is targeting to maintain its performance at levels at or above the OEB standards40
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for 2016 and 2017. E.L.K. is continuously growing at a reasonable rate of approximately 1-2%1
yearly. This goal is a newer goal from previous years due to the E.L.K. belief that the consumer2
needs to be engaged more to allow them to have greater control of their consumption as well as a3
greater understanding of the electricity market. E.L.K.’s dedicated maintenance programs4
includes tree trimming resulting in few outages that would have otherwise occurred during5
significant storm events. Responding to increased customer demand for up-to the minute6
information, E.L.K. is planning a more extensive use of social media applications, such as7
Facebook, Twitter and a join our mailing list which will allow E.L.K. customers to more timely8
information and news. This is responsive to customer feedback received within the Oracle Poll9
survey. In 2015 and 2016, E.L.K. continued to improve the manner in which service quality was10
improved, and details of the outreach are provided in Table 1-15. E.L.K. intends to continue11
these initiatives in 2017 and beyond. This specifically relates to an increase in OM &A being12
sought within our application.13

Plan to meet E.L.K.’s Conservation and Demand Management Objectives (tied to RRFE14
Customer Focus and Public Policy Responsiveness Outcomes)15

E.L.K. has been involved from the start of the Province’s CDM initiative in 2004 under OEB16
2004-2006 CDM, followed by the Ontario Power Authority “Every Kilowatt Counts” 2007-201017
CDM program and most recently the 2011-2014 OPA “saveONenergy” CDM program.18

At the end of 2014, E.L.K.’s net cumulative energy savings was 97% of its target.19
E.L.K. continues its efforts to instill a conservation culture through promotion and adoption of20
conservation and demand management programs. These outreach programs make a difference21
and have become an integral component of E.L.K.’s communications and customer engagement22
strategy.23

Now, new framework to achieve 7 terawatt-hours of electricity savings between 2015 and 202024
has been developed by the OPA (now known as the Independent Electricity System Operator, the25
“IESO”) working with electricity distributors. With this new framework distributors will assume26
greater leadership in the development of new programs. This is to be completed through the use27
of Conservation and Demand Management programs. The implementations of these CDM28
programs are mandatory. These programs will encompass all customer segments including29
residential, small business and industrial as well as low income. E.L.K. Energy Inc.’s target has30
been established at 16.9 GWh which represents a twofold increase from the 8.25 GWh target for31
2011-2014.32

The year 2015 acted as a bridge year for most LDC’s as each LDC must also submit a detailed33
CDM plan to be approved by the IESO and OEB.34

The CDM Plan is a detailed road map that is a year by year plan for meeting the 2020 target.35
It includes an achievable potential calculator that identifies the area of local CDM opportunities36
by sector, end-use and building type based on local information. Further, a cost effectiveness37
calculator is used that calculates cost effectiveness metrics required for the CDM Plan.38
Program savings are forecasted through program archetypes and different program scenarios.39
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Lastly within this plan, a detailed financial modelling tool is to be included. LDCs must1
compare funding options, calculate potential performance incentives and allocate administrative2
amounts to various programs. This continues to be a goal of E.L.K. E.L.K. believes it has taken3
the next step in trying to pursue great results. This is responsive to customer feedback of4
approximately 86% of respondents in the Oracle Poll survey feel the value E.L.K. provides is5
satisfactory which includes CDM initiatives.6

E.L.K. selected Greensaver to assist E.L.K. with its conservation programs and is also working7
with a Roving Energy Manager, new in 2016. This shift to Greensaver will allow E.L.K. to take8
advantage of such a well-known company of great size, and utilizing their efficiencies and9
resources effectively as they perform similar duties for up to 51 other utilities in the province.10

Greensaver is Ontario’s leading not-for-profit energy efficiency organization. For more than 2511
years, they have delivered energy conservation programs for government, agencies and utilities,12
assisting homeowners and businesses across Ontario to reduce their energy and environmental13
footprint. They are currently the face of 51 utilities.14

Over the years, E.L.K. has worked closely with many commercial and residential customers,15
vendors, service providers and local agencies. Since 2007, E.L.K. has offered the Heating &16
Cooling Incentive, Peaksaver, Peaksaver Plus, Product Coupons, Fridge and Freezer pick-up,17
Home Assistance, Small Business Lighting, Audit Funding, High Performance New18
Construction; and Retrofits.19

In 2015, E.L.K. exceeded its target goal set within its CDM plan and continues to work with20
Greensaver to meet each year’s individual goal. There are no additional costs and bill impacts21
with respect to this goal as IESO funding is fully provided to run these initiatives. The below22
chart illustrates E.L.K.’s dedication toward having a focus of each as well as the big picture.23
E.L.K. will continue to promote energy efficiency and conservation into the future.24

25

Plan to formalize asset management process (track project execution vs. timeline estimates,26
track project cost vs budget) (tied to RRFE Operational Effectiveness Outcomes)27
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This goal has changed as it is now a regulatory requirement as part of the DSP process. E.L.K. is1
currently in the process of improvements to formalize its asset management process during the2
term of this COS and the DSP. E.L.K. currently tracks costs for each particular project and3
compares these actual amounts to budgeted amounts for proper reconciliation and variance4
analysis. E.L.K. will expand this function to include a greater focus on project execution as well5
as monitoring and planning timelines versus actual completeness. This is responsive to customer6
feedback as respondents to E.L.K.’s Oracle Poll Customer Survey Report were in favor to an7
operating budget increase of approximately $3.3M or 20% higher than in prior years. Further,8
approximately 70% of respondents support E.L.K.’s operations and maintenance plans even with9
an impact on rates. With, the addition of the engineering manager being sought in this10
application, this will allow our operations manager and engineering manager to work in tandem11
and create a cohesive duo that will allow for the accurate tracking and management of these12
goals.13

Plan to meet E.L.K.’s Health, Safety and Wellness Objectives (tied to RRFE Customer14
Focus and Operational Effectiveness Outcomes)15

In keeping with E.L.K.’s vision to pursue health and safety as a top priority, E.L.K. uses injury16
prevention procedures with the corporation. As well, joint health and safety committee members17
conduct workplace inspections, and would review accident reports. E.L.K. participates in18
Electrical Safety and Conservation presentations to local elementary schools in the E.L.K.19
service territory. E.L.K. has shifted its focus more recently toward health and safety and has20
implemented a very detailed Workplace Violence and Harassment Policy in addition to the21
above The costs associated with these factors are all part of E.L.K.’s normal operating budget.22
Priorities are being analyzed to achieve maximization of value.23

E.L.K. continues to be one of the most efficient and cost effective utilities in the province, while24
maintaining the highest level of reliability and workplace safety possible. E.L.K. continues its25
commitment to safety to protect the public and employees within our community. In E.L.K.’s26
scorecard, the utility recorded zero fatalities and zero serious incidents within its operating27
service area. Annual audits conducted by the Electrical Safety Authority have reported that28
E.L.K. was “C” – Compliant with Ontario Regulation 22/04 (Electrical Distribution Safety). As29
well, E.L.K.’s serious electrical incident index target is zero, and E.L.K. has achieved a zero30
number of general public incidents as well as zero fatalities. This goal continues to be E.L.K.’s31
target now and in the future. This has been achieved and maintained by our resilient commitment32
to safety coupled with the adherence to company procedures and policies. With regards to33
reliability, E.L.K. continues to hold the reliability of distribution system to the highest standards.34
This is supported by the low “Average Number of Hours that Power to a Customer is35
interrupted” and “Average Number of Times that Power to a Customer is interrupted” indices36
that are reported in E.L.K.’s Scorecard. Concerning its Distribution System Plan, full details of37
the Distribution System Plan can be found in Exhibit 2.38

E.L.K. is committed to maintaining distribution system reliability and quality to achieve or39
outperform the targets for E.L.K. established by the OEB through the following objectives:40
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 Managing, maintaining and operating the distribution system in a manner that1

will, cost effectively, minimize: (i) the average number of hours that power to2
E.L.K.’s customers is interrupted; and (ii) the frequency of such interruptions.3

 Target: Within 0.80 – 2.82 average number of hours that power to a4
customer is interrupted.5

 Target: Within 0.34 – 0.95 average number of times that power to6
customer is interrupted.7

1.3 Managing and maintaining the distribution system to meet power quality standards8
in accordance with good utility practice, all applicable standards and guidelines and9
E.L.K.’s Conditions of Overview of the Application10

To assist the Board in better understanding how the above noted E.L.K. objectives and business11
plan relates to what is sought in the Application, both Exhibit 2 and Exhibit 4 of this Application,12
has indicated the relationship between each of the objectives noted above and the specific13
operational and capital costs set out in those exhibits. Additionally, E.L.K. has prepared this14
application using the OEB prescribed Cost of Capital Parameters and expects that these15
prescribed parameters will continue to allow E.L.K. to maintain stable financial performance into16
the near future.17

Positioning the Business for Change18

E.L.K. has served the Towns of Essex, Lakeshore and Kingsville which include six19
non-contiguous service areas, serving the communities of Belle River, Comber, Cottam, Essex,20
Harrow and Kingsville for the last 16 years. Residents, businesses and institutions who receive21
electricity distribution services from E.L.K. will be affected by the Application.22

E.L.K. must continue to evolve its business to meet current and future demands from its23
customers, adding value for the community and the broader sector. The distribution sector in24
Ontario is poised for further change in the future. E.L.K. will identify different strategic business25
scenarios, critical success factors for each scenario and prepare itself for eventual change.26

Efforts to achieve cost reductions and productivity improvements in the Test Year27

In the 2017 Test Year, E.L.K. will continue to make cost reduction and productivity28
improvement measures a priority.29

1. E.L.K. will continue to offer and promote eBilling to maintain and potentially increase30
the number of customers using this billing option.31

2. E.L.K. will continue with in-house monthly bill production and printing. E.L.K. is32
already billing all customers on a calendar month basis.33
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3. E.L.K. will continue to utilize an Operational Data Store.1

4. With regards to bad debt management, E.L.K. will use the 2016 year to date trend to2
project E.L.K. bad debt and attempt to strengthen internal collection procedures.3

4

5

6

2.0 ADMINISTRATION7

2.1 Application8

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c.15, 3 Schedule B, as9
amended (the “OEB Act”);10

AND IN THE MATTER OF an Application by E.L.K. Energy Inc. (E.L.K.) under Section 7811
of the OEB Act to the Ontario Energy Board for an Order or Orders approving or fixing just and12
reasonable rates and other service charges for the distribution of electricity as of May 1, 2017.13

(this “Application”)14

Applicant’s Name: E.L.K. Energy Inc.15
(the “Applicant” or “E.L.K.”).16

Background:17

1. The Applicant is a corporation incorporated pursuant to the Business Corporations Act18
(Ontario) with its head office in the Town of Essex. The Applicant carries on the19
business of distributing electricity serving more than 11,700 customers in the Towns of20
Essex, Lakeshore and Kingsville. Within these towns, which cover a large geographic21
area in Southwestern Ontario, E.L.K. has six non-contiguous service areas, serving the22
communities of Belle River, Comber, Cottam, Essex, Harrow and Kingsville.23

2. The Application has been prepared pursuant to the OEB’s Renewed Regulatory24
Framework for Electricity Distributors as detailed in the Report of the Board dated25
October 18, 2012 (the “RRFE”).26

3. Unless specifically stated otherwise in the Application, the Applicant followed Chapter 227
of the OEB’s Filing Requirements for Electricity Distribution Rate Applications last28
revised on July 14, 2016 (the “Filing Requirements”) in preparing the Application.29
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4. The Applicant has prepared a Consolidated Distribution System Plan (“DSP”) in1

accordance with Chapter 5 of the OEB’s Filing Requirements for Electricity2
Transmission and Distribution Applications.3

5. The Applicant acknowledges that the OEB has published an update to the cost of capital4
parameters and that these matters will affect the Revenue Requirement that the Applicant5
has requested in this Application.6

Proposed Effective Date of Rate Order:7

1. The Applicant requests that the OEB make its Rate Order effective May 1, 2017 in8
accordance with the Filing Requirements.9

2. In the event that the OEB is unable to provide a Decision and Order in this application for10
implementation by the Applicant as of May 1, 2017, the Applicant requests that the OEB11
declare its current rates interim, effective May 1, 2017, pending the implementation of12
the OEB’s Rate Order for the 2017 rate year.13

Form of Hearing: The Applicant requests that this Application be disposed of by way of a14
written hearing.15

Certification:16

I, Mark Danelon, Director, Finance & Regulatory Affairs of E.L.K., certify that the evidence17
filed is accurate, consistent, and complete to the best of my knowledge.18

19

__________________________________20

Mark Danelon, CPA, CA21
Director, Finance & Regulatory Affairs22

23
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Contact Information:1

The Applicant’s Address for Service:2

The Applicant:3

E.L.K. Energy Inc.4
172 Forest Avenue5
Essex, Ontario6
N8M 3E47

Primary Application Contact:8

E.L.K. Energy Inc.9
Mark Danelon, CPA, CA10
Director, Finance & Regulatory Affairs11
172 Forest Ave12
Essex ON, N8M 3E413
Tel.: (519) 776-5291 ext. 20414
Fax.: (519) 776-564015
Email: mdanelon@elkenergy.com16

17
The Applicant’s Legal Representation:18

Borden Ladner Gervais LLP19

Currently:20
Bay Adelaide Centre, East Tower21
22 Adelaide Street West22
Toronto, ON M5H 4E323

Primary Legal Contact:24

John A.D. Vellone, LL.B., M.B.A., B.A.Sc. (Electrical Engineering)25
Partner26
Telephone: 416-367-673027
Fax: 416-367-674928
Email: jvellone@blg.com29

Bruce Bacon, Senior Utility Rate Consultant30
Telephone: 416-367-608731
Fax: 416-361-736632
Email: bbacon@blg.com33
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Confirmation of Internet Address:1

E.L.K.’s website address is https:/www.elkenergy.com2

3

Publication Information:4

Residents, businesses and institutions in the Towns of Essex, Lakeshore and Kingsville which5
include six non-contiguous service areas, serving the communities of Belle River, Comber,6
Cottam, Essex, Harrow and Kingsville who receive electricity distribution services from E.L.K.7
will be affected by the Application.8

The Application and related materials will be posted on the E.L.K.’s website, and will be9
available for viewing at the following internet address: https://www.elkenergy.com/business-10
commercial/business-rates/ as well as https://www.elkenergy.com/residential/rates/11

The Applicant does not currently use social media accounts to communicate with its customers,12
although with the planned addition of a new finance/regulatory staff, this hopes to become a13
reality in 2017 which will add value to our customers and the ever increasing desire of14
knowledge through different and more modern mediums.15

Bill Impacts:16

Further information pertaining to the causes of these bill impacts can be found in Exhibit 8.17

In preparing this application, E.L.K. has considered the impacts on its customers, with a goal of18
minimizing those impacts. Table 1-1 provides a summary of total bill impacts ($ and %) for19
typical customers in all rate classes. These impacts reflect E.L.K’s proposal for a two year20
disposition period for the RSVA – Global Adjustment amount. This rate mitigation strategy21
allows all classes to have a total bill impact of less than 10%22

Table 1-1: Total Bill Impacts23

24

25
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1

2

3

4

Incorporated in the overall monthly bill impact is the effect of the following major components5
of the electricity bill:6

• Distribution rates (monthly service charge and volumetric rates);7

• Disposition of deferral and variance accounts:8

• Revised Retail Transmission rates;9

• Wholesale Market Service rates; and10

• Loss Factors.11

Statement as to the Form of Hearing Requested12

E.L.K. requests that, pursuant to Section 34.01 of the Board’s rules of Practice and Procedure,13
this proceeding be conducted by way of written hearing. E.L.K. submits that this is the most14
efficient and cost effective manner to process the Application.15

The requested effective date for the application is May 1, 2017.16

Statement of Deviations17

E.L.K. has adhered to Board’s filing documents listed below in preparing this application.18

Chapter 2 of the Board’s “Filing Requirements for Electricity Distribution Rate19
Applications – 2016 Edition for 2017 Rate Applications – Chapter 2: Cost of Service”,20
issued July 14, 2016;21

The Board’s “Filing Requirements for Electricity Transmission and Distribution22
Applications – Chapter 5: Consolidated Distribution System Plan Filing Requirements”,23
issued March 28, 2013.24

Statement of Changes to Methodologies25

The pro-forma projections for the 2017 Test Year have been prepared in accordance with26
E.L.K.’s usual process, with the following exception:27
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Regulatory costs have been normalized over the five year application period. In non COS years,1
the total regulatory expense is accounted for in the specific year in question.2

Statement Regarding Monthly Billing3

E.L.K. can confirm that that it has already implemented monthly billing for all customers by4
December 31, 2016 pursuant to the OEB’s April 15, 2015 DSC amendment.5

Identification of Board Directives from Previous Board Decisions6

There are two previous Board Decisions that related to E.L.K.’s COS in 2012, (EB-2011-0099)7
described below and how they were handled by E.L.K.8

1. E.L.K.’s decision and rate order dated May 2, 2013 regarding EB-2011-0099 stated:9

“The second concern pertained to issues 2.4 and 4.2, specifically in regard to the proposal to10
consider the disposition of any balances in Account 1576 – Accounting Changes Under CGAAP11
(“account 1576”) in the 2014 IRM proceeding. The Board established account 1576 to allow12
distributors to record the impact of changes in depreciation rates and capitalization of overheads13
policy on Property Plant and Equipment account balances. The Settlement Agreement provides14
that account 1576 is to be addressed in E.L.K.’s 2014 IRM proceeding while the account15
description states that the disposition of the account is to be considered at the distributor’s next16
cost of service hearing. Board staff submitted that the Board may wish to address this difference,17
should it approve the settled issue as filed. In that Board staff is not objecting to the proposed18
treatment account 1576, E.L.K. submitted that it did not object to the clarification suggested by19
Board staff. The Board recognizes that the account description provides that the disposition of20
the account balance is to occur in the distributor’s next cost of service application. As described21
in the Settlement Agreement, the depreciation rates and amounts of overheads capitalized22
reflected the rate base and revenue requirement are to be reviewed over the next few months and23
E.L.K.’s rates will be subsequently adjusted, as required, for purposes of preparing the 201424
IRM application. The Board concludes that the impact of departing from the Board’s accounting25
policy in this case is a practical outcome of the agreement and results in no harm to rate payers.26
The Board reminds E.L.K. that pursuant to the Board’s policy direction dated July 17, 2012, the27
adoption of IFRS based regulatory accounting changes to depreciation expense and capitalization28
policies is mandatory in 2013.29

In response to the above decision, E.L.K. addressed this matter in its 2014 IRM application.30
Specifically, E.L.K implemented a Rate Rider for Disposition of Accounting Changes under31
CGAAP Account 1576 which took effect for rates beginning May 1, 2015 until April 30, 2016.32

2. E.L.K.’s decision and rate order dated May 2, 2013 regarding EB-2011-0099 also stated:33

“The parties have also agreed for the purposes of settlement that E.L.K. will credit its customers34
for 50% of its gain on the disposition of the Kingsville Satellite location. As no disposition has35
yet taken place, the Parties have agreed that E.L.K. will track the gain, if any, on the disposition36
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of the property and that E.L.K. will include the 50% of that amount for disposition at its next1
Cost of Service Application.2

In response to the above decision, the Kingsville Satellite location did not sell until Q2 of 2016,3
and as such is not part of this Cost of Service Application. E.L.K. will address this issue in its4
next IRM, the 2017 IRM application or next COS, whichever the OEB prefers.5

2.1.1 Conditions of Service6

E.L.K.’s Conditions of Services are found at https:/www.elkenergy.com7

On May 15, 2014 the OEB issued a Notice of Amendment to Distribution System Code (DSC)8
that would require distributors to include certain minimum requirements in their conditions of9
service in relation to unmetered load customers. After completion of E.L.K.’s Cost of Service10
OEB approval, E.L.K. will amend its condition of service to include the following points in11
relation to unmetered loads:12

• The rights and obligations of unmetered load customers and the distributor in relation13
to each other.14

• The process by which unmetered load customers are to file updated data and evidence15
necessary to validate the data.16

• The process by which unmetered load customer billing updates will take place.17

• Communication and engagement with unmetered load customers in relation to the18
preparation of cost allocation studies, load profile studies and other rate-related19
materials which may materially affect unmetered load customers.20

2.1.2 Charges Listed in Conditions of Service21

E.L.K. confirms there are no rates or charges listed in the Conditions of Service that are not on22
the E.L.K.’s Tariff of Rates and Charges.23

2.1.3 Consultations with the Embedded Distributor (Hydro One)24

E.L.K. has an Embedded Distributor customer which is HONI.25

In connection with preparing its rate application, E.L.K. has consulted with HONI and advised26
HONI on E.L.K.’s cost allocation and rate design proposal. On July 8, 2016, E.L.K. had a27
conference call with HONI to outline the proposal and HONI, while HONI reserved final28
judgement until they see the actual numbers (which makes sense); HONI was in general29
agreement with the approach proposed by E.L.K. On August 17, 2016, E.L.K. provided a copy30
of its model to HONI. HONI responded in writing and confirmed that “it has reviewed the 201731
cost allocation model with respect to ELK’s proposed Embedded Distributor rate class and has32
no concerns with the determination of costs allocated to the embedded distributor class.” Hydro33
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One has raised a concern with respect to the clarity of loss adjusted charges and E.L.K. is still in1
consultation with Hydro One.2

More detailed information can be sourced in Exhibit 7.3

2.1.4 Corporate and Utility Organizational Structure4

On January 6, 2010, E.L.K. was incorporated pursuant to the Business Corporations Act, of5
Ontario, and is the successor corporation to the Hydro-Electric Commission for the Town of6
Essex, the Corporation of the Town of Lakeshore Hydro-Electric Commission, and the7
Kingsville Hydro Electric Commission. Initially, the three municipalities were shareholders of8
the corporation. In 2008, E.L.K.’s shareholders entered into a share purchase agreement9
whereby the Town of Essex agreed to purchase the common shares of the Town of Lakeshore10
and Town of Kingsville. The transaction was approved by the Board in January 2009, and the11
Town of Essex became the Company’s sole shareholder. E.L.K. is therefore 100% owned by12
The Corporation of the Town of Essex.13

The executive team at E.L.K. comprises the Chief Executive Officer as well as the Director,14
Finance & Regulatory Affairs.15

A chart illustrating E.L.K.’s corporate family and utility organizational structure (including main16
units and management positions) is provided in Table 1-2 below. Further, Appendix 1J provides17
a description of each of E.L.K.’s main operational units for additional information and added18
knowledge. The chart illustrated below also shows the extent to which the parent company is19
represented on the utility company’s Board of Directors and a description of the reporting20
relationships between utility and parent company management.21

22
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Table 1-2 Corporate & Utility Organizational Structure1

2

3

4

5

6

7
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1

2.2 Corporate Governance2

2.2.1 Board Meetings3

E.L.K. holds monthly Board Meetings.4

E.L.K.’s Board Representation:5

The E.L.K. Board is appointed by E.L.K.’s shareholder. The Corporation of the Town of Essex6
identifies and selects new members of the Board.7

E.L.K.’s Board of Directors consists of nine directors, none of which is an employee or officer of8
the utility. Of the nine directors, four are independent, and do not sit on the Board of any E.L.K.9
affiliate. This conforms to the Affiliate Relationship Code (“ARC”) whereby at least one-third10
of its directors must remain independent from Affiliate Boards.11

2.2.2 Board Committees12

There is one regular committee of the E.L.K. Board, that being the Finance Committee.13

2.2.3 Board and Management14

The E.L.K. Board and Management work together. Some general principals of corporate15
governance include:16

Each of the Board and Management has a fiduciary duty in relation to the Company.17

The Board and Management must work together and in harmony and collaborate together not18
independent from one another.19

Management develops plans, procedures, guidelines and reports; the Board provides advice,20
feedback and perspective.21

A tone of trust and respect is important to the relationship between Management and Board.22

Open, frank and honest discussions are encouraged at all Board meetings. Management provides23
the E.L.K. Board with written reports, oral reports, verbal and written responses to E.L.K. Board24
inquiries, that are crucial to the successful realization of E.L.K.’s corporate goals and objectives.25
These practices, enable E.L.K. Board members to understand the issues facing the utility, and26
assist the Board in exercising its independent judgement in carrying out its responsibilities.27
The E.L.K. Board conducts an annual assessment of E.L.K.’s performance and discusses28
individual management’s member’s performance.29

2.2.4 Board Mandate30
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The board’s primary duty is to supervise the management of the business and affairs of E.L.K.1
and to protect the investment of the Shareholder by managing the exposure of inherent risks.2

The Board’s oversight relationship with management and accountability to the Shareholder is to3
be guided by the Company’s Statement of Mission, Vision and Values.4

Directors are expected to work with their fellow Directors to fulfill the mandates of the Board5
and the committees of the Board.6

Board members have diverse and complementary skills that can be leveraged to the Benefit of7
the Company.8

Reporting Relationships9

The Chief Executive Officer (CEO) reports to the Board of Directors of E.L.K. Reporting to this10
position as it relates to the LDC are the following:11

• Director, Finance & Regulatory Affairs12

• Operations Manager13

• Administrative Assistant14

Reporting to the Director, Finance & Regulatory Affairs is the Supervisor, Finance & Customer15
Service.16

Reporting to the Operations Manager are the Foreman, Leadhand and Journeyman Lineman17

2.2.5 Orientation and Continuing Education:18

The E.L.K. Board receives education through Board Reports and Board Meetings.19
From time-to-time, external subject matter experts are utilized to assist with the education20
process. E.L.K. Board members, through their professional careers are also active in industry21
related issues and receive continuous education through this experience.22

2.2.6 Code of Conduct:23

There is no formal ethical code of conduct, although E.L.K. and its Board conducts itself with24
some rules and common sense approach ideas such as (i) respect for people, treating others as25
you would like to be treated (ii) providing a healthy and safe working environment (iii) working26
to the best of your ability and listing to customers and staff and acting in a professional manner.27

2.2.7 Planned Changes in Corporate and Operational Structure:28

E.L.K. is not planning any material changes to its corporate or operational structure.29
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2.2.8 Accounting Standards for Regulatory and Financial Reporting1

The useful lives proposed by E.L.K. in this Application are consistent with the useful lives in the2
Kinetrics Report commissioned by the OEB dated July 8, 2010. E.L.K.’s accounting3
methodology change in this regard took effect January 1, 2013 and was approved by the Board in4
the Applicant’s 2014 IRM (EB-2013-0123).5

E.L.K. attests that it does not and will continue to not capitalize administration and other general6
overhead costs no longer permitted under IFRS, as clarified by the Board in its letter dated7
February 24, 2010. E.L.K. understands the need for comparability between distribution utilities.8

Regulatory costs and the incremental one-time cost have been normalized by allocating one fifth9
of that total to the 2017 Test Year.10

E.L.K. is not proposing other changes in methodology.11

2.3 List of Specific Approvals Requested12

In this proceeding, E.L.K. is requesting the following approvals as described in Appendix 2-A13
attached below as Appendix 1K:14

1. Approval under Section 78 of the Ontario Energy Board Act, 1998 to charge distribution15
rates effective May 1, 2017 to recover a service revenue requirement of $4,513,09316
which includes a revenue deficiency of $627,952 as detailed in Exhibit 6. The schedule of17
proposed rates is set out in Exhibit 8.18

2. Approval of the Distribution System Plan as outlined in Exhibit 2.19

3. Approval of revised low voltage rates as proposed and described in Exhibit 8.20

4. Approval to adjust the Retail Transmission Rates – Network and Connection as detailed21
in Exhibit 8.22

5. Approval to continue to charge Wholesale Market and Rural Rate Protection Charges23
approved in the Board Decision and Order in the matter of E.L.K.’s 2016 Distribution24
Rates (EB-2015-0064).25

6. Approval to continue the Specific Service Charges and Transformer Allowance approved26
in the Board Decision and Order in the matter of E.L.K’s 2016 Distribution Rates27
(EB-2015-0064).28

7. Approval of the proposed loss factors as detailed in Exhibit 8.29

8. Approval of the rate riders for a one year disposition of the Group 1 and Other Deferral30
and Variance Accounts as detailed in Exhibit 9.31
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9. Approval of the rate riders for a one year disposition of the Lost Revenue Adjustment1

Mechanism Variance Account (“LRAMVA”) for lost revenue from 2011 to 20142
resulting from 2011 to 2014 IESO (formally OPA) programs as detailed in Exhibit 4.3

10. Approval to continue to charge Hydro One Networks Inc. (‘HONI’), the Embedded4
Distributor Rate class. HONI has been consulted. And Hydro One has stated that “it has5
reviewed the 2017 cost allocation model with respect to ELK’s proposed Embedded6
Distributor rate class and has no concerns with the determination of costs allocated to the7
embedded distributor class.”8

The evidence for this proposal is provided in Exhibit 7.9

11. To change the wording under specific service charges from Returned Cheque (plus bank10
charges) to Returned Item (Plus bank charges).11

12. E.L.K. is applying to continue the current Specific Charges and Loss Factors as approved12
by the Board EB-2014-0067 and to change the wording under Specific charge for access13
to the power poles - $/pole/year (with the exception of wireless attachments). E.L.K. is14
not proposing a change to the dollar value, simply the wording as a general housekeeping15
item to make it more specific, and all inclusive. E.L.K.’s proposal is to rename this16
specific charge to Specific charge for all attachments to the power poles (including17
streetlighting attachments) $/pole/year (with the exception of wireless attachments).18

13. E.L.K. is applying to increase the specific service charge for service call – customer19
owned equipment and service call – after regular hours to a more reasonable and actual20
cost amount for the work performed.21

14. As outlined in Exhibit 9, E.L.K. is requesting approval for the disposition of Group 1,22
Account 1531 - Renewable Generation Connection Capital Deferral Account and Account 1568 -23
LRAM Variance Account in the amount of $1,952,598 owed by customers (i.e. Group 1 balances24
plus 1568) owed by customers. This includes an RSVA – Global Adjustment amount of25
$2,111,582 (i.e. Accounts 1589 and 1595) being owed to E.L.K. by Non-RPP customers only. It26
also includes $1,258,075 (i.e. Accounts 1580 and 1588) being owed to customers that are not27
wholesale market participants. The remaining amount of $1,099,091 (i.e. Accounts 1550, 1551,28
1584, 1586 and 1568) is owed to E.L.K. by all customers. For rate mitigation purposes, E.L.K.29
is proposing a two year disposition period for the RSVA – Global Adjustment amount and one30
year disposition for all other Deferral and Variance Accounts. E.L.K. is not requesting any New31
Deferral and Variance Accounts. With regards to account 1531, the amount recorded in this32
account has been addressed by using the direct benefit and provincial benefit method outlined in33
Appendices 2-FA through 2-FC. These appendices form the mechanism to calculate the applied-34
for capital costs and the shares of total costs to be recovered from all Ontario ratepayers (i.e. the35
provincial benefit amount) and the E.L.K.’s customers (i.e. the direct benefit amount).36

15. E.L.K. may request such other approvals as counsel for E.L.K. may submit and the Board37
may allow.38
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3.0 DISTRIBUTION SYSTEM OVERVIEW6

As previously detailed, E.L.K. is a local distribution company serving more than 11,7007
customers in the Towns of Essex, Lakeshore and Kingsville. Within these towns, which cover a8
large geographic area in Southwestern Ontario, E.L.K. has six non-contiguous service areas,9
serving the communities of Belle River, Comber, Cottam, Essex, Harrow and Kingsville.10

Service Area:
Description of the Applicant:

COMMUNITY SERVED: Urban communities of Belle River,
Comber, Cottam, Essex, Harrow and
Kingsville

TOTAL SERVICE AREA: 22 sq. km
RURAL SERVICE AREA:
DISTRIBUTION TYPE: Electricity Distribution
SERVICE AREA POPULATION: 74,185
MUNICIPAL POPULATION: 21,874

11

A map of E.L.K.’s distribution service territory is provided in Appendix 1C.12

3.1 Transmission or High Voltage Assets13

E.L.K. does not have any transmission or high voltage assets (>50kV) deemed previously by the14
Board as distribution assets and does not have any such assets for which E.L.K. is seeking Board15
approval to be deemed as distribution assets in this application.16

3.2 Host/Embedded Distributor17

E.L.K. is a fully embedded distributor who receives electricity at distribution level voltages from18
Hydro One Networks Inc. Hydro One is also embedded to E.L.K.19

E.L.K. possesses a separate embedded distributor class which was established in E.L.K. last cost20
of service proceeding (EB-2011-0099). There are no other embedded distributors in any other21
classes.22
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4.0 APPLICATION SUMMARY1

Below, E.L.K. presents summarized information on the following key elements of its2
application:3

A. Revenue Requirement4

B. Budgeting and Accounting Assumptions5

C. Load Forecast Summary6

D. Rate Base and DSP7

E. Operations, Maintenance and Administration Expense8

F. Cost of Capital9

G. Cost Allocation and Rate Design10

H. Deferral and Variance Accounts11

I. Bill Impacts12

A. Revenue Requirement (Exhibit 6)13

E.L.K. is requesting the approval of its proposed service revenue requirement of $4,513,093,14
which reflects a revenue deficiency of $627,952 which is shown in Table 1-3: Service Revenue15
Requirement.16

Table 1-3 Service Revenue Requirement.17

18
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The major contributors to the increase are related primarily to increases in OM & A expenses1
and are fully discussed in Exhibit 4. The increases in OM & A are offset by decreases in2
depreciation and PILS resulting from changes in useful life of assets since 2013. This change3
lowers depreciation. Based on the projected load forecast and customer growth for the 2017 Test4
Year, E.L.K. has estimated a revenue deficiency of $627,952 based on its current rates.5
The computation of revenue deficiency is shown in Exhibit 6.6

Therefore, E.L.K. seeks the OEB’s approval to revise its electricity distribution rates. The rates7
proposed to recover its projected revenue requirement and other relief sought are set out in8
Exhibit 8 to this application.9

The information presented in this application sets out E.L.K.’s forecasted results for its 201710
Test Year. E.L.K. is also presenting the historical actual information for fiscal years 2012, 2013,11
2014, 2015 and forecasted results for the 2016 Bridge Year.12

The main drivers of the revenue deficiency, as outlined in Exhibit 6 are:13

• E.L.K. projecting two additional operational linemen in the Test year to assist with14
future succession planning.15

• Cost increases from 2012 in order to maintain the overhead and underground system.16

• Costs in 2017 for two additional office staff members within E.L.K. E.L.K. is17
planning for an addition of an engineering manager to assist the operations manager18
as well as a financial and regulatory analyst to assist with the ever increasing19
regulatory requirements.20

• Costs incurred by E.L.K. for assistance in the preparation and support of this21
application.22

However, the increases in OM&A are offset by decreases in depreciation and PILs resulting23
from changes in accounting policies. This change lowers depreciation and also lowers PILs24
since the tax adjustment for accounting depreciation, which increases PILs, is lower but the tax25
adjustment for capital cost allowance (i.e. deprecation for tax purposes), which reduces PILs,26
does not change with the change in depreciation.27

The OM&A increase is also offset by a slightly lower return on rate base resulting from a lower28
rate base which is impacted by a lower working capital allowance of 7.5% in 2017.29

The primary customer concerns, based on E.L.K.’s customer engagement efforts, include:30

1. Affordable electricity costs;31

2. Reliability of service with rapid response to un-planned outages;32

3. Information supporting the value of services provided;33
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4. Assistance to reduce consumption and thereby costs;1

5. Professional interactions with highly skilled and experienced personnel;2

6. Communications through a variety of media including phone, internet, social media, in-3
person and email;4

7. Proactive communications when there are un-planned outages;5

8. Business to be customer centric including timely service that solves their problems; and6

9. Continued delivery of high quality services.7

E.L.K. is very aware of these concerns and has taken steps to address each of these concerns as8
further described in this Exhibit 1.9

10

B. Budgeting and Accounting Assumptions11

Developing E.L.K.’s budget is a key process as it identifies past successes as well as future12
initiatives and projections for capital and operating costs. E.L.K. used general inflation, prior13
year actuals and specific cost drivers for its 2016 Bridge Year and 2017 Test Year forecasts.14
Labour costs reflect the annual wage rate adjustments that E.L.K. is required to pay under its15
collective agreement for its unionized employees. For non-unionized employees, the labour cost16
forecast is largely driven by increases that reflect market competitive compensation. In17
conjunction with known or planned requirements, E.L.K. reviews its process through a benefit –18
risk lens for new, large and key budget items. Benefits include the additional capability, service19
being added and risk include that without some of the desired purchases and hires for example in20
2017, required or desirable outcomes would be absent. All assessments are made through21
informed decision making points that are also guided by E.L.K.’s customer feedback received,22
whether verbal, in writing or through formal surveys, as well as through the understanding of the23
OEB’s RRFE objectives. E.L.K. took into consideration the survey results that were generated as24
part of the budgeting process of OM & A and capital costs throughout this COS application.25
With respect to E.L.K.’s weather normalized load forecast, it is developed in a three-step26
process. First, a total system weather normalized purchased energy forecast is developed based27
on multivariate regression model that incorporates variables that impact energy usage.28
Second, the weather normalized purchased energy forecast is adjusted by a historical loss factor29
to produce a weather normalized billed energy forecast. Finally, the forecast of billed energy by30
rate class is developed based on a forecast of customer numbers and historical usage patterns per31
customer.32

Both the 2016 Bridge and 2017 Test Years have been compiled using the MIFRS method of33
presentation. E.L.K. reviewed and changed the overhead capitalization policy in fiscal 2013;34
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therefore no other change affecting capitalization of overhead costs is required during the1
transition to MIFRS:2

E.L.K. compiles budget information for the three major components of the budgeting process:3

1. revenue forecasts;4

2. operating, maintenance and administration (OM&A); and5

3. capital costs under the RRFE categories6

1. System access7

2. System renewal8

3. System service9

4. General plant10

11

E.L.K.’s budget is prepared annually by management and is reviewed and approved by E.L.K.’s12
Finance Committee and subsequently by the E.L.K. Board of Directors. The budget is prepared13
and approved in Q1 of each year. Once approved, it does not change and provides a plan against14
actual results.15

1) Revenue16

a) During a COS and IRM period, E.L.K. prepares the revenue forecast using the17
most recent approved rates and the load forecast methodology provided in18
Exhibit 3. Other revenues are viewed on an item-by-item basis and are either19
based on a historical indicator or on future strategic initiatives.20

2) Operating Maintenance and Administration Expense21

The OM&A costs presented in Exhibit 4 are the result of a business planning and work22
prioritization process that ensures that the most appropriate, cost effective solutions are put in23
place. The budgeting process used to determine the OM & A budget involves the following24
steps:25

a) Detailed expenses for prior two years are analyzed.26

b) Staffing levels are based on the estimated time required to complete the work27
plans.28
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c) Outside expenses for all department budgets are built based on analysis including1

previous years actual information, current year forecast, known changes in2
external costs, and changes in departmental activities or responsibilities in3
response to new legislation/regulations or industry activities.4

d) Regulatory costs for this application and other one-time costs have been5
normalized over the five year life of the application.6

e) Material variances in spending from prior years are explained.7

f) The Director, Finance & Regulatory Affairs, together with the Operations8
Manager prepares a total labour budget using projected wage and benefit cost.9
Overtime and account distribution are based on previous years actual.10

The Director, Finance & Regulatory Affairs compiles all forecasted OM&A expenditures to11
compare the total projected expenditures and review year over year significant variances.12

3) Amortization13

a) Amortization has been calculated based on the revised useful lives and on a14
MIFRS basis.15

4) PILs16

a) Regulatory PILS have been calculated using the Board Approved model.17

5) Capital18

The forecasted capital budget is influenced, among other factors, by E.L.K.’s capacity to finance19
capital projects. All proposed capital projects are assessed within the framework of its capital20
budget priority as outlined in The Distribution System Plan and are consistent with the Asset21
Management planning process.22

a) The capital budget was formulated on a project by project basis.23

b) System Access investments are driven by third parties such as customers and24
other authorities. These project requirements are dependent on developments25
and growth within E.L.K.’s territory. E.L.K. coordinates with third parties and26
prospective developers as described in Exhibit 2 when preparing the budget.27
The majority of the projects receive significant funds from customer28
contributions.29

c) For system renewal projects, E.L.K. reviews condition assessments and potential30
impact on reliability in coordination with investment projects driven externally,31
and capital budget expenditures, prioritizing investments based on asset32
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condition evaluations along with review of annual maintenance to determine1
short and long term needs for asset replacements and renewals.2

d) General Plant projects are assessed and evaluated on an individual basis.3
Material investments are planned well in advance.4

Unplanned capital expenditures do occur and are brought to E.L.K.’s Board of Directors for5
approval.6

The Distribution System Plan presented in Exhibit 2 describes the capital and maintenance7
programs needed to maintain and enhance the reliability of E.L.K.’s distribution system.8

C. Load Forecast Summary (Exhibit 3)9

E.L.K.’s load forecast is weather normalized and considers factors such as historical power10
purchased load, weather, calendar related factors and the usage of the embedded distributor.11
As outlined in Exhibit 3, E.L.K. has used the same regression analysis methodology approved by12
the Board in its E.L.K. cost of service application (EB-2011-0099). The regression analysis was13
conducted on historical electricity purchases to produce an equation that will predict weather14
normalized power purchases in 2017. The weather normalized purchased energy forecast is15
adjusted by a historical loss factor to produce a weather normalized billed energy forecast which16
is allocated to rate class using historical billing data by rate class.17

Based on the load forecast methodology, the total billed 2017 Test Year kWh forecast is18
229,752,894 which is a 4.5% decrease over the E.L.K. Board Approved kWh forecast of19
240,658,928. The 2012 forecast of 240,658,928 was never achieved, on a weather normal basis20
from 2012 to 2015. As a result, the 2017 forecast has been developed to be more in line with21
weather normal results from 2012 and 2015 along with an adjustment for CDM to reflect the22
expected results from 2016 and 2017 programs in 2017.23

The 2017 forecast of customers by rate class was determined using a geometric mean analysis24
for the Residential and General Service < 50 kW rates classes. The customer/connection forecast25
for all other classes was maintained at the 2015 level. The expected number of26
customers/connections for the 2017 Test Year is 14,600 which is a 3.0% increase over the 201227
E.L.K. Board Approved customers/connections of 14,176.28

D. Rate Base and DSP (Exhibit 2)29

E.L.K. has calculated its 2017 Test Year rate base to be $ 12,000,666. This rate base is also used30

to determine the proposed Revenue Requirement found at Exhibit 6. Table 1-4 illustrates31

E.L.K.’s Rate Base Calculations for the Test Year.32

Table 1-4: 2017 Test Year Rate Base33
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1

2

E.L.K. has provided its rate base calculations for the years 2012 Board Approved, 2012 Actual,3

2013 Actual, 2014 Actual, 2015 Actual, 2016 Bridge Year and 2017 Test Year in Table 2-24

below:5

Table 1-5 - Summary of Rate Base6
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1

The Rate Base for the 2017 Test Year has been forecasted to decrease $555,865 (5.0%) over the2

2016 Bridge Year. Furthermore, the Rate Base for the 2017 Test Year has been forecasted to3

remain relatively neutral over the last Board Approved Rate Base. The reasons for the variance4

between the 2017 Test Year and 2012 last Board Approved is mainly attributed to:5

 The decrease in the working capital allowance rate that has reduced the Rate Base. The6

decrease is mainly attributed to the decrease in the working capital rate of 7.5% from7

12% as approved during E.L.K.’s 2012 COS.8

 Annual changes in cost of power and increases in OM & A expenses. E.L.K. has forecast9

an increase in Power Supply Expenses and eligible distribution expenses since the last10

Board Approved Rate.11

 The average net capital asset in service has also increased. The main drivers behind this12

is the decrease in useful lives which results in a decrease in depreciation expense as well13

as the increased investment back into the distribution system.14

E.L.K. has provided a summary of its calculations of the cost of power and controllable expenses15

used in the calculations for determining working capital for the years 2012 Board Approved,16

2012 Actual, 2013 Actual, 2014 Actual, 2015 Actual, 2016 Bridge Year and 2017 Test Year in17

Table 1-6 below. Further details of E.L.K.’s calculation of its cost of power calculations are18

provided Exhibit 2.19

20
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Table 1-6 - Summary of Working Capital Calculation1

2

3

Summary of the Major Drivers of the Distribution System Plan4

In creating the Distribution System Plan (the “DSP” as attached in Exhibit 2), E.L.K. has applied5
its overarching corporate goals, which are to distribute electricity safely and reliably with the6
highest operating efficiency to provide good value service and provide the shareholder the full7
regulated return on equity. To meet these goals, E.L.K. developed protocols and strategies to8
ensure optimized and efficient planning. Optimal operation of the distribution system is9
achieved when “right sized” investments into renewal, replacement (capital investments) and10
into asset repair, rehabilitation and preventative maintenance are planned and implemented.11
Therefore, the DSP and E.L.K.’s Capital Expenditure Plan seeks to find the right balance12
between capital investments in new infrastructure and operating & maintenance costs so that the13
combined total cost over the life of the asset is minimized.14

E.L.K.’s DSP is focused on:15

• System renewal and expansion16

• Customer connections17

• Renewable generation connections18

• Regional planning19

E.L.K.’s DSP builds on E.L.K.’s Distribution Asset Management Plan that was submitted for the20
last rebasing application in 2012. The DSP is a first generation plan which will evolve over21
time. 2016 and 2017 capital budgets have been prepared based on identified projects which are22
required to sustain and enhance the distribution system. As is demonstrated in the DSP as well23
as the remainder of this summary, E.L.K. is forecasting capital spending will increase for the24
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2017 year and through 2018 to 2021. E.L.K. has budgeted strategically for a more levelized1
spending pattern. The average change in spending is 1.0% over the forecast period and if 2019 is2
eliminated the average increase over the period from 2017 to 2021 is 3.0%. These capital3
expenditures are spread out over four categories (as seen in Table 1-7 below): System Renewal,4
System Access, System Service and General Plant.5

Table 1-76
Proposed Capital Investment7

2017 to 20218

9

10

Capital Expenditures Requested for the 2017 Test Year11

Significant System Renewal capital projects for the 2017 Test Year include:12

Underground Rejuvenation -Augustine. This reconstruction project includes the replacement of13
14 pad-mounted transformers and the replacement of the existing direct-buried primary14
distribution system with a new underground distribution system in duct. One of the existing15
transformers has been replaced due to failure in 1992 and the remaining original transformers16
have an average age of 45.5 years. The existing underground primary cable is direct buried, was17
installed in 1971 and is 46 years old. Cable faults in direct buried cable result in higher costs to18
locate and repair faults. E.L.K.'s practice is to install all underground primary conductors in duct.19

Significant System Access capital projects for the 2017 Test Year are the number of customer20
attachments and load, which is different for each specific project within the program. This21
information is not available at this time. In a typical year, E.L.K. will make approximately 622
expansions to lines that can affect in excess of 100 of new customers, predominantly residential,23
of approximately 2kVA-1.5mVA in size. (E.L.K. completed a total of 29 expansions of which 924
were to supply residential subdivisions in 2012, 2013, 2014 and 2015.)25

E.L.K. does not have any planned or budgeted System Service capital projects for the 2017 Test26
Year.27
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In the category of General Plant, E.L.K. will invest approximately $445,000 as part of a1
continued investment into its motor fleet. Specifically, E.L.K. proposes to replace its Truck 3032
which is a large radial boom derrick truck that includes a 44.5' reach boom with auger. It is a3
1995 that was purchased in 1995. By 2017 it will be 22 years old which is well beyond normal4
life expectancy for large trucks in our fleet. Due to changing needs in the department, Truck 3035
will be replaced with another radial boom derrick truck with an extended reach of 52'.6

Summary of Any Costs Requested for Renewable Energy Connections/Expansions, Smart7
Grid, and Regional Planning Initiatives8

E.L.K. uses a comprehensive approach to its distribution system planning which includes all9
categories of investments including system renewal and expansion, renewable generation10
connection, smart grid development initiatives, and regional planning as required.11
This comprehensive approach ensures the investments made by E.L.K. are efficient and that they12
support the goals identified by the Board in the Filing Requirements.13

Renewable Energy Investments14

E.L.K.’s distribution system has been planned and has been proactively built and equipped to15
handle forecasted renewable generation. E.L.K. is aware of the capacity of its feeders to accept16
generation and current constraints are either maximum feeder capacity or supplier issue. On this17
basis, E.L.K. is not proposing any material capital investments for capacity upgrades on its18
distribution system to accommodate the applications for the connection of any renewable energy19
generation plant. E.L.K. has not included any specific costs for Renewable Energy Investments20
in its capital plan.21

Smart Grid Initiatives22

E.L.K. does not have any smart grid initiative costs being requested within this COS application.23

Regional Planning24

In preparing its Distribution System Plan, E.L.K. requested a letter from Hydro One confirming25
the status of regional planning for the “Windsor-Essex” regional planning areas in which E.L.K.26
is located. A Regional Infrastructure Plan and an Integrated Regional Resource Plan have been27
completed for E.L.K.’s service territory. E.L.K. will incorporate future capital expenditure28
planning processes and future rate applications as necessary. E.L.K. has not included any29
specific costs for Regional Planning investments in its capital plan.30

Total Amount Sought to be recovered from Ratepayers for Renewable Energy Connection31
Costs32

E.L.K. is requesting that an amount totalling $176,493 is to be recovered with respect to33
Renewable Energy Connection Costs. This is further supported in Appendix 2FA.34

E. Operations, Maintenance and Administration Expense (Exhibit 4)35
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E.L.K. is proposing recovery through distribution rates of $3,509,397 in Operating, Maintenance1
and Administration (OM&A) costs for the 2017 Test Year.2

OM&A expenditures in the 2017 Test Year of $3,509,397 represent an increase of $1,060,387 or3
43% over the 2012 Board Approved OM&A expenditures of $2,449,010. The following4
Table 1-8 summarizes the changes.5

Table 1-8: OM&A for 2012 Board Approved and 2017 Test Year.6

7

The proposed OM&A expenditures for the 2017 Test Year have been derived through a detailed8
budgeting and business planning process aligned to meet E.L.K.’s core business objectives.9
These expenditures are required to allow E.L.K. to maintain and provide improved value upon10
the distribution business service quality and reliability standards in compliance with the11
Distribution System Code and other regulatory bodies (IESO, Ministry of Energy, ESA, etc.), as12
well as the value our customer’s receive. The OM&A costs in the 2017 Test Year reflect the13
resourcing mix and investments required to meet customer and broader public policy.14
Without these resources and investments, E.L.K. will struggle to meet customers increased15
expectations, future workloads and better service E.L.K. is planning for our customers.16

E.L.K. used a general inflationary rate of approximately 2% where the expense increase could17
not be specifically identified for non-wage related expenses, which is reasonable considering18
Canada economics is predicting inflation to increase to 2.9% by 2020. Inflationary impacts are19
not material enough to be identified separately.20

Provided below In Table 1-9 is the total compensation for the test year as well as the last OEB21
approved.22
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Table 1-9 Total Compensation Test Year and 2012 OEB Approved1

2

3

The increased primarily relates to the two additional operational linemen in the Test Year to4
assist with future succession planning, and two additional office staff members within E.L.K.5
E.L.K. is planning for an addition of an engineering manager to assist the operations manager as6
well as a financial and regulatory analyst to assist with the ever increasing regulatory7
requirements.8

E.L.K. has experienced some significant changes in its business environment since the last Cost9
of Service application in 2012 as described in Exhibit 4. Customer expectations have changed.10
Also, E.L.K. has had to adapt to, respond to and/or implement multiple provincial policies as11
described in Exhibit 4. E.L.K.’s business has changed as a result, but customer service still12
needs to be at the forefront, as this is what truly adds value to the customer. E.L.K.’s customer13
service supervisor is continuing to assist with both financial and regulatory requests which have14
taken away from the customer service priority. E.L.K. is planning on relieving some of these15
duties to E.L.K.’s new member additions.16

F. Cost of Capital (Exhibit 5)17

E.L.K. has prepared its Application in accordance with the Board’s guidelines provided in the18
Report of the Board on Cost of Capital for Ontario’s Regulated Utilities (the “Cost Report”)19
issued on December 11, 2009. For the purposes of preparing this Application, E.L.K. has used20
the cost of capital parameters issued by the Board on October 15, 2015 for 2016 cost of service21
rate applications for rates with effective dates in 2016. E.L.K. acknowledges that the Board will22
issue updated cost of capital parameters. E.L.K. will update its cost of capital parameter to23
reflect the Board issued cost of capital parameters for rates with effective dates in 2017 at a later24
date, as E.L.K.’s COS was in the final review stages when received. E.L.K. proposes no25
deviation from the Board’s cost of capital methodology.26

G. Cost Allocation and Rate Design (Exhibit 7)27

E.L.K. has not deviated from the Board’s cost allocation and rate design methodology.28

Cost Allocation29
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The data used in the updated 2017 cost allocation study is consistent with E.L.K.’s cost data that1
supports the proposed 2017 revenue requirement outlined in this Application. The breakout of2
assets, capital contributions, depreciation, accumulated depreciation, customer data and load data3
by primary, line transformer and secondary categories were developed from the best data4
available to E.L.K. from its engineering records, and its customer and financial information5
systems.6

As shown in Table 1-10, the resulting 2017 cost allocation study indicates the revenue to cost7
ratios for Street Lights and the Embedded Distributor are outside the Board’s range. For 2017, it8
is proposed the ratio for Street Lights be set at 120% and the ratio for the Embedded Distributor9
is set at 100%. The General Service < 50 kW, General Service > 50 kW, Sentinel Lights and10
Unmetered Scattered Load rate classes would be adjusted upward to maintain revenue neutrality.11

Table 1-10: Revenue to Cost Ratios.12

13

Rate Design14

Except for the Residential and Embedded Distributor classes, E.L.K. proposes to maintain the15
fixed/variable proportions assumed in the current rates to design the proposed monthly service16
charges.17

In regards to the Residential class, on April 2, 2015, the OEB released its Board Policy: A New18
Distribution Rate Design for Residential Electricity Customers (EB-2012-0410), which stated19
that electricity distributors will transition to a fully fixed monthly distribution service charge for20
residential customers. This will be implemented over a period of four years, beginning in 2016.21
In 2016 E.L.K. implemented the first year movement of this policy. In 2017, E.L.K. proposes to22
implement the second year of this policy.23

Regarding the Embedded Distributor class, as outlined Exhibit 7, E.L.K. consulted with HONI24
on July 8, 2016 in regards to the cost allocation for the Embedded Distributor class.25
HONI suggested that fully fixed charge would be appropriate for this class to reduce the26
administrative cost of dealing with a monthly fixed charge and a volumetric charge. As a result,27

Rate Class

2012 Board

Approved Cost

Allocation

Study with New

CGAAP

Depreciation

2017 Updated

Cost Allocation

Study

2017 Proposed

Ratios

2018 & 2019

Proposed Ratios

Residential 98.0% 103.8% 103.8% 103.8% 85.0% 115.0%

General Service < 50 kW 95.0% 75.7% 91.2% 91.2% 80.0% 120.0%

General Service > 50 kW 120.0% 90.5% 91.2% 91.2% 80.0% 120.0%

Street Lights 95.0% 161.5% 120.0% 120.0% 80.0% 120.0%

Sentinel Lights 95.0% 75.2% 91.2% 91.2% 80.0% 120.0%

Unmetered Scattered Load 95.0% 72.8% 91.2% 91.2% 80.0% 120.0%

Embedded Distributor 100.0% 219.6% 100.0% 100.0% 85.0% 115.0%

Board

Targets

Min to Max
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the monthly fixed charge for the Embedded Distributor class has been set at 100% of revenue to1
be collected from this class.2

Table 1-11 outlines a comparison between the 2016 current and the 2017 proposed distribution3
rates.4

Table 1-11: Distribution Charges.5

6

7

H. Deferral and Variance Accounts (Exhibit 9)8

As outlined in Exhibit 9, E.L.K. is requesting approval for the disposition of Group 1, Account9
1531 - Renewable Generation Connection Capital Deferral Account and Account 1568 - LRAM10
Variance Account in the amount of $1,952,598 owed by customers (i.e. Group 1 balances plus11
1568) owed by customers. This includes an RSVA – Global Adjustment amount of $2,111,58212
(i.e. Accounts 1589 and 1595) being owed to E.L.K. by Non-RPP customers only. It also13
includes $1,258,075 (i.e. Accounts 1580 and 1588) being owed to customers that are not14
wholesale market participants. The remaining amount of $1,099,091 (i.e. Accounts 1550, 1551,15
1584, 1586 and 1568) is owed to E.L.K. by all customers. For rate mitigation purposes, E.L.K.16
is proposing a two year disposition period for the RSVA – Global Adjustment amount and one17
year disposition for all other Deferral and Variance Accounts. E.L.K. is not requesting any New18
Deferral and Variance Accounts. With regards to account 1531, the amount recorded in this19
account has been addressed by using the direct benefit and provincial benefit method outlined in20
Appendices 2-FA through 2-FC. These appendices form the mechanism to calculate the applied-21
for capital costs and the shares of total costs to be recovered from all Ontario ratepayers (i.e. the22
provincial benefit amount) and the E.L.K.’s customers (i.e. the direct benefit amount).23

I. Bill Impacts24

In preparing this application, E.L.K. has considered the impacts on its customers, with a goal of25
minimizing those impacts. Table 1-12 provides a summary of total bill impacts ($ and %) for26
typical customers in all rate classes. These impacts reflect E.L.K’s proposal for a two year27
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disposition period for the RSVA – Global Adjustment amount. This rate mitigation strategy1
allows all classes to have a total bill impact of less than 10%.2

Table 1-12: Total Bill Impacts3

4

Incorporated in the overall monthly bill impact is the effect of the following major components5
of the electricity bill:6

• Distribution rates (monthly service charge and volumetric rates);7

• Disposition of deferral and variance accounts:8

• Revised Retail Transmission rates;9

• Wholesale Market Service rates; and10

• Loss Factors.11

5.0 CUSTOMER ENGAGEMENT:12

The Report of the Board, RRFE: A Performance Based Approach (the “RRFE Report”)13
contemplates enhanced engagement between distributors and their customers to provide better14
alignment between distributor operational plans and customer needs and expectations.15
E.L.K. always has, and always will, focus on its customers by striving to provide superior service16
to its customer base, because this is what adds value to our customers. E.L.K. is also becoming17
more customer centric by investing in new capabilities, programs, and technologies that allow us18
to communicate more effectively and efficiently with our customers. In this section, E.L.K. has19
provided an overview of customer engagement activities that it has undertaken with respect to its20
daily operations and illustrates how customer feedback has been used to continually improve the21
customer experience.22

Customer preferences and behaviours are ever changing and that means that the utility must23
adapt and transform as well. E.L.K. understands it must be seen as accessible, responsive,24
accountable, transparent and trustworthy. A customer centric focus with an emphasis on25
lowering costs must be a priority. This is in keeping with the requirements of the RRFE which26
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contemplates enhanced engagement between distributors and their customers to better align a1
distributor’s operational plans with its customers’ needs and expectations.2

E.L.K. has recently focused a great deal of effort in engaging customers to better understand3
their needs, insight into customer needs and preferences. For example, this was recently done4
through E.L.K.’s survey by the consultant Oracle Poll. This is found in Appendix 1D.5

E.L.K.’s method of engaging customers includes the following:6

Engaging Customers- Methods7

1. Telephone- Call centre8

 Inbound calls9

 Outbound calls10

 Call-in Messaging11

2. E-mails12

 Inbound13

 Outbound14

3. Letters15

 Mailed inserts and letters notifying customers of new initiatives as well as hand –16
delivered letters to customers who will be impacted by planned outages17

4. Website18

5. Bills19

 Paper/electronic bills20

 Bill messages, envelope messages21

 Bill inserts22

6. Surveys23

7. Face-to-Face24

 Interactions with staff, one on one or group settings25
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 Customer meetings with Key staff1

 Information sessions for specific customer segments (i.e. Low Income)2

8. Community Outreach Activities3

 Booths at community events4

 Displays at local retail stores5

 Presentations to community groups6

 School presentations- electrical safety and conservation presentations7

9. Media releases and information alerts8

10. Advertising9

 Newspaper, radio10

11. In Office displays11

 Customer Engagement and Customer Satisfaction- Evaluating Past Performance12

5.1 Formal Customer Engagement Surveys13

As part of the preparation for E.L.K.’s Cost of Service Rate application, E.L.K. commissioned14
Oraclepoll Research Ltd. to conduct a telephone satisfaction survey of its customers as well as15
data pertaining to E.L.K.’s distribution system plan. In this survey, a total of 300 respondents16
were interviewed. The survey was conducted using computer-assisted techniques of telephone17
interviewing (CAITI) and random number selection. The margin of error for the 300 person18
survey was +- 5.6%. Overall, customers indicated a high level of satisfaction with reliability and19
service, with an 88% satisfactory rating.20

Some primary issues identified through E.L.K.’s customer engagement included:21

 Impact of rate increases and lower costs in general22

 General Awareness23

 Reliability of Service24

The report on the survey and results conducted by Oraclepoll Research Ltd can be found in25
Appendix 1D.26

Below is a summary of its key findings/conclusions27
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1. Executive Summary/Overall Satisfaction1

88% of customers provided a combined good or very good or satisfactory response to overall2
satisfaction compared to only 12% that accorded a poor or very poor score.3

2. Comparative Customer Service4

E.L.K. fared well in the comparative customer service rating category as 84% rated the LDC as5
good, very good and satisfactory, compared to only 9% as poor.6

3. Price of Electricity – Satisfaction7

Approximately half or 51% of customers are satisfied with the price that they pay for electricity8
while the other half of respondents are dissatisfied.9

3. Energy Bills10

There appears to be a high awareness of the fact that E.L.K. accounts for only about 15% of the11
bill that customers receive as evidenced by the 57% that said yes to the following question12
“Were you aware that your local utility E.L.K. only accounts for approximately 15% of your13
electricity bill and the remaining 85% relate to transmission, generation and other administrative14
costs out of its control?” A total of 36% were unaware and 7% did not know or were unsure.15

4. Overall Value16

Despite the dissatisfaction with the price customers pay for electricity, a majority of customers17
are satisfied with the overall value that E.L.K. provides in the context of the 15% portion of the18
electricity bill that the LDC represents. A total of 75% are satisfied while 11% are not, and 14%19
did not know.20

5. Customer Service Statements21

E.L.K. rated very highly in terms of the level of agreement provided for each of the two22
customer service areas. A very strong 83% agreed or strongly agreed that the utility provides23
customers with reliable and good service and 82% agreed that E.L.K. meets its commitment to24
customers.25

6. Performance Ratings – Reliability and Outages26

E.L.K. rated strong for providing a reliable power supply at 78%, followed by 62% that gave the27
utility a good or very good score for promptly responding to outages. On the prompt response to28
outages indicator, only 15% accorded a negative rating of poor or very poor, 10% a satisfactory29
score, but 13% did not know nor had no opinion.30

Satisfaction results were lower in the areas of communicating with customers about planned31
interruptions at 49% and especially for effectively scheduling planned outages at 42%.32
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Negative ratings were also higher in these two areas (24% and 21% respectively) and a high1
number of customers were unaware of the LDC’s role or performance. A total of 26% were2
unsure how effective E.L.K. is at scheduling outages and 19% did not know how effective they3
are at communicating with customers about planned outages.4

5

7. Price Balance6

Most customer responses fell in the middle where they would prefer a balance between rates and7
the number of outages (47%). Only 9% said that they would want higher rates with potentially8
fewer outages, with 5% preferring the highest rates and lowest possible outages and 4% higher9
rates and fewer outages. A total of 29% would prefer lower rates tolerating occasional outages,10
with 22% preferring lower rates with potentially occasional outages and 7% the lowest rates with11
the possibility of frequent outages.12

8. Communication Rating13

Results are mixed on the issue of communicating with customers and the methods used as 50%14
provided a total good rating, 11% a poor one 18% gave the utility a satisfactory grade and 22%15
either said they had no experience in this area or did not know.16

9. Rating Bill Inserts17

Most or 62% had a favorable opinion (good & very good) of bill inserts or electronic bill links,18
while a lesser 14% had an unfavorable opinion (poor or very poor). A total of 16% gave bill19
inserts a satisfactory grade and 6% said that they had no experience with bill insets or links and20
3% did not know.21

10. OEB and Regulation of Rates22

A 72% majority claimed to be aware of the role of the OEB in regulation energy prices, 18%23
were unaware and 11% were unsure.24

11. Capital Expenditure Plan – Support25

More than three-quarters majority or 76% (n=229) support the plan recommended by E.L.K.’s26
Operations Department. A very low 3% (n=10) of customers do not support this plan while two27
in ten (n=61) have no opinion on this issue (8%) or are unsure (12%).28

12. Capital Expenditure Plan – Rates29

Presented with the scenario of increased rates under the plan, 57% would still support it with30
18% fully backing it and 39% if the rise in price is modest. A total of 29% do not support the31
bill increases even if it would result in more and longer outages.32
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13. Operations and Maintenance Plan – Support1

Support for the operations and maintenance plan is high at 77% with opposition very low at 3%,2
while 20% did not know.3

14. Operations and Maintenance Plan – Rates4

Support for the operations and maintenance plan is still high at 69% even with the prospect of5
increased monthly bills. A total of 22% fully support the initiative and 47% would be behind it6
if rate increases were modest. There are 21% that do not support the plan even if customer7
service would be improved and 10% were undecided.8

E.L.K. also allowed for comments from the participants in the survey. Primarily with respect to9
customer service, 42% did not know or were unsure of what the utility could do better to service10
customers and 5% claimed that nothing more was needed. 32% suggested to lower rates while11
other suggestions mentioned having better communication, repairing or maintaining power lines,12
having fewer outages, quicker responses to outages, being quicker on service calls, explaining13
their bills and providing more reliable service in winter months.14

It is important for E.L.K. to implement some Customer Service Strategies that will allow E.L.K.15
to respond to customer concerns brought forth. Some suggestions for actions that could be taken16
to improve the customer experience include:17

 Increasing Energy Understanding- Regarding Bills18

 Improving Customer Communication19

 Improving Outage Reporting20

 Engaging the use of social media21

Customers want service through a variety of channels including telephone, in-person, email, over22
the web and social media.23

Customers also want information immediately, particularly regarding system status during24
outages. E.L.K. has responded by developing a web based application and preparing to use social25
media to provide updates.26

In terms of service quality, E.L.K. has always maintained the highest standards possible. In a27
regulatory environment, there are numerous Service Quality Requirement targets that a utility28
must achieve. E.L.K. consistently meets and exceeds these targets. In terms of customer29
satisfaction, E.L.K. has always strived for strong customer relations and increased customer30
engagement within the community. In terms of customer engagement, E.L.K. has numerous31
methodologies, by which it engages its customers. As a local small utility, E.L.K. prides itself32
on customer service. With some of its employees and Board Directors living in the service area,33
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it means that customer concerns are communicated quite easily just by interaction. E.L.K. is1
proud that it has an office location that is open five days a week during business hours that2
customers have access to E.L.K. employees to answer questions or to raise concerns.3
For example, the use of Smart Meter data has allowed customer service representatives review4
consumption patterns with customers and assist with managing their electricity bills.5

The primary customer concerns, based on E.L.K.’s customer engagement efforts, include:6

1. Affordable electricity costs;7

2. Reliability of service with rapid response to un-planned outages;8

3. Information supporting the value of services provided;9

4. Assistance to reduce consumption and thereby costs;10

5. Communications through a variety of media including phone, internet, social media,11
in-person and email;12

6. Proactive communications when there are un-planned outages;13

7. Business to be customer centric including timely service that solves their problems; and14

8. Continued delivery of high quality services.15

E.L.K. is very aware of these concerns and has taken note to further address each of these16
concerns as described in this Exhibit as well as in Exhibit 4.17

Some of our current initiatives to maintain or improve our level of customer engagement are18
outlined over the next few pages.19

 E.L.K. remains one of the most affordable LDCs in the province of Ontario. But focusing20
on efficiencies E.L.K. can maintain low rates for its customers. However, E.L.K. does21
not believe in “low rates at all cost”. This Application represents a prudent balance22
between this push for lower rates, and what is necessary to continue to deliver high23
quality service and meet all regulatory obligations.24

 13,286 inbound phone calls were answered by E.L.K. customer service staff on various25
topics of concern to customers including account information, services such as eBilling,26
TOU rates, outages, conservation programs, payment, bill components, etc.;27

 Many customers have requested paperless electricity bills and in 2014, E.L.K. listened to28
our customers and implemented this ability. In 2015, approximately 1400 customers had29
signed up for eBilling;30
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 Many customers have expressed an interest in reviewing their electricity consumption.1

E.L.K. listened to our customers and implemented e-care. Approximately 14002
customers have signed up to use a web portal to look at their specific data.3

 Customers are very interested in conservation and E.L.K. has had a significant response4
from small and large business as well as from residential customers. E.L.K. has taken5
conservation planning and promotion to the next level. In 2015, E.L.K. contracted6
Greensaver to assist in delivering all aspects of conservation delivery. Further, in 2016,7
E.L.K. has undertaken the sharing of a Roving Energy Manager (REM) which will be8
instrumental in assisting E.L.K. meet its CDM goals and objectives. Under the REM9
program, a mutually beneficial relationship is created whereby the needs and wants of the10
utilities larger customers are satisfied through CDM offerings, while the REM becomes a11
significant resource of knowledge to the utility. Greensaver is Ontario’s leading12
not-for-profit energy efficiency organization. For more than 25 years, they have13
delivered energy conservation programs for government, agencies and utilities, assisting14
homeowners and businesses across Ontario to reduce their energy and environmental15
footprint. They are currently representing 51 utilities.16

 Bill inserts and on-bill messaging is included monthly on the bill according to topics of17
interest and relevance to customers. For example, a recent insert included the18
saveONenergy Home Assistance and Heating and Cooling Incentive promoting consumer19
conservation programs and as well as the Low Income Program. This example is20
provided below in Table 1-13.21
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Table 1-13: Sample of E.L.K. Bill Insert1

2

3

 E.L.K. has also implemented an in office library containing useful information for all4
customers to use and learn about the electricity industry, market and programs. Table 1-5
14 is a picture of this office library.6
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Table 1-14: E.L.K. Energy Library for Customers1

2

3

 E.L.K. has also made significant efforts to engage the largest energy consumers in4
E.L.K.’s service territory to work on issues of importance to them. These engagement5
issues include electricity rates and pricing, billing inquiries, electrical supply concerns,6
demand response, and energy conservation. E.L.K.’s experience with this approach is that7
larger electricity consumers are very busy with their core responsibilities and they have a8
tolerance for the right amount of engagement that benefits their business.9
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E.L.K. has also summarized its customer engagement in Table 1-15 below from Appendix 2-AC.1

Table 1-15: Customer Engagement Activities2

3

5.2 Other Customer Engagement Activities4

 Regional Planning Engagement and Meetings5

 Contractor Association Meetings6

 Education – Customers, school programs, etc.7

 Outage Notification – Planned8

 Forming alliances with other industry companies to improve service, reduce costs9

 Website10
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5.3 Community Involvement1

It is important to E.L.K. and its Shareholder that its employees support and give back to their2
community, and as such donations have been made to the following worthy organizations over3
the past 3 years by E.L.K. employees.4

 Downtown Mission5

 Breast Cancer Society6

 Canadian Cancer Society7

 A Life Worth Living8

 ERCA9

 ALS (Lou Gehrig’s disease)10

 The War Amps11

 Heart and Stroke Foundation12

 Canadian Diabetes Association13

5.4 Social Services14

Financial Assistance Program: E.L.K. provides support through partnerships such as the15
Unemployed Help Centre. Local offices serve specific areas; South Essex Community Council16
(Kingsville), Amherstburg Community Services (Harrow) and Lakeshore Community Centre17
(Belle River, Comber, Cottam and Essex). In addition, E.L.K. supports the partnership with the18
provinces Low-income Energy Assistance Program (LEAP). This emergency assistance19
program is designed to help low-income customers who have difficulty making their electricity20
bill payments.21

5.5 Publications22

The majority of E.L.K.’s customers receive a physical paper bill in the mail, and E.L.K. takes23
advantage of this opportunity to communicate additional information via messages on the outside24
of the envelope, separate inserts, and messages on the bill itself as previously described.25
Many of these messages are co-ordinated with announcements from the OEB, IESO, and other26
agencies, and include information about retailers, rate changes, conservation and demand27
management programs, electricity safety, and references to our website.28

5.6 Front Desk Support29
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E.L.K. also maintains front desk support allowing the customer and the utility to interact on a1
direct basis. Social interaction is still one of the best ways to be in close contact with the2
customer. People like being heard and like giving feedback, which is done when paying their3
electricity bill at the front counter or filling out paperwork at E.L.K.4

Maintaining a front desk allows information to be exchanged with every customer interaction.5
Data gathered through these interactions can then be used to improve business outcomes.6
E.L.K.’s front counter customer service representatives help bridge the gap between the7
customer and industry information as well as other utility staff. E.L.K. plans on continuing its8
front desk operations as a form of customer engagement and to ensure expected customer service9
levels are maintained.10

E.L.K.’s Response to Customer Preferences11

Through its comprehensive customer engagement activities which are summarized above, E.L.K.12
has identified six key customer preferences.13

1. Affordable electricity costs14

2. Reliability of service with rapid response to un-planned outages15

3. Assistance to reduce consumption and thereby costs.16

4. Communications through a variety of media including phone, internet, social media,17
in-person and email18

5. Proactive communications when there are un-planned outages19

6. Business to be customer centric including timely service that solves their problems20

Below E.L.K. has summarized how it takes each of those preferences into account in the21
operation of its business.22

1. Affordable electricity costs23

E.L.K. frequently hears from its customers about the importance of affordable electricity. At the24
same time, customers also ask for services and have an expectation that when they touch a25
switch the lights will come on. As such, E.L.K. is proposing a cost of service application that26
balances the needs for customer focus, operational effectiveness (safety and reliability), public27
policy responsiveness and solid financial performance.28

E.L.K. is already one of the lowest cost utilities in the province and this application will keep29
E.L.K. as one of the lowest cost utilities for our customers and show that a utility can be low cost30
and still remain financially stable.31
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It is true that many customers are feeling a “financial pinch” when it comes to their electricity1
bills. However, at the same time some customers are able and willing to pay more if that means2
maintaining system reliability and better service and service reliability.3

2. Reliability of service with rapid response to un-planned outages4

E.L.K. will maintain reliability within a high level of performance. These performance levels5
include the average number of hours and times that power to a customer is interrupted. E.L.K.6
has met and surpassed all of the OEB’s service quality indicators. E.L.K.’s maintenance strategy7
is, to the extent possible, to minimize reactive and emergency-type work through an effective8
planned maintenance program (including predictive and preventative actions).9

E.L.K.’s customer responsiveness and system reliability are monitored continually to ensure that10
its maintenance strategy is effective. This effort is coordinated with E.L.K.’s capital project11
work, so that where maintenance programs have identified matters the correction of which12
require capital investments, E.L.K. may adjust its capital spending priorities to address those13
matters. E.L.K.’s anticipated addition of two operational linemen in the 2017 Test year will14
assist in E.L.K.’s future succession planning. This will assist E.L.K. in properly managing15
workload and well as training new staff members during a time when E.L.K.’s aging workforce16
continues to increase and retirements become a forefront issue. Complexities and informational17
knowledge collected and experience over twenty years will be required to be learned and passed18
to the next generation of staff. These positions will contribute primarily from operational labour19
to underground and overhead distribution lines and feeders. As well, E.L.K. has given more20
attention towards its vegetation management program/tree trimming and is getting caught up21
from prior years as well. This adds value to the customer, that even though it may not be a safety22
issue, E.L.K. is addressing customer concerns more promptly.23

2. Reliability of service24

As previously mentioned, E.L.K.’s customer responsiveness and system reliability are monitored25
continually to ensure that its maintenance strategy is effective. This effort is coordinated with26
E.L.K.’s capital project work, so that where maintenance programs have identified matters the27
correction of which require capital investments, E.L.K. may adjust its capital spending priorities28
to address those matters.29

When it comes to system reliability, a majority of customers want to see continued spending on30
upgrades and maintenance.31

Regarding frequency of outages:32

• 93% have the opinion that the reliability of power supply is satisfactory or better.33

Regarding duration of outages:34

• 72% have the opinion that E.L.K. provides prompt responses to outages.35
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Survey respondents were informed of E.L.K.’s proposed capital investment required to maintain1
system reliability and then asked to think about reliability in terms of bill impact.2

• Approximately 55% believe that E.L.K. should invest in aging infrastructure to3
maintain system reliability, even if it means their bills may increase and to keep4
outages at a minimum.5

3. Assistance to reduce consumption and thereby costs.6

E.L.K. has actively supported and delivered conservation programs to its customers during third7
tranche programs and subsequently through provincial programs between 2011 and 2020.8

Results show a high level of participation from both residential and non-residential customer9
segments. Much of the success attained was due to actively promoting programs and engaging10
the channel partner network. By working closely with contractors and suppliers, E.L.K. has been11
able to identify projects and engage key decision makers in order to help them evaluate12
opportunities and ultimately select more efficient technology. This approach has allowed13
customers to “buy” into provincial conservation programs.14

E.L.K. is on track to meet or exceed its 2015-2020 energy conservation target of 16,200 MwH.15

5.7 Business Community16

E.L.K. has learned that customers do not necessarily think of participating in conservation17
programs without significant support and guidance. Small business customers lack resources18
and energy management expertise. E.L.K. together with Greensaver has therefore turned keyed19
the small business lighting program so that customers just basically agree to participate; all other20
activities are taken care of.21

Larger customers require a higher level of support and engagement. The support varies based on22
the type of business, functions, and the customer’s willingness to participate. E.L.K. uses the23
following guiding principles when working with larger business customers:24

1) Streamlined incentive application process management by E.L.K.25

2) Contractor involvement prior to engagement.26

3) Providing walk through energy audits and technical guidance to identify and develop27
opportunities.28

4) Utilizing roving energy managers to support large capital intensive retrofit projects.29

5) Presenting findings and solutions to senior executives, board of directors, and other key30
decision makers.31

6) Offering measurement equipment like power, light, flow meters and blower door tests.32



E.L.K. Energy Inc.
EB-2016-0066

Exhibit 1
Page 57 of 238

Filed: November 1, 2016
7) Conducting on-going educational and awareness campaigns through marketing and1

public presentations.2

5.7.1 Residential Consumers:3

Residential customers are also actively interested in reducing costs and require information on4
provincial programs and how to manage costs around time-of-use rates. More programs are5
needed to effectively engage this customer segment but E.L.K. has been active in delivering two6
key initiatives including the Home Assistance Program and Residential Demand Response7
Program to 2014.8

The Home Assistance program has targeted and offers free energy audits and energy efficient9
measures to income qualified tenants. Measures installed include light bulbs, power bars,10
programmable thermostats, low flow shower heads, sink aerators, hot water tank insulation,11
fridge/freezer replacement, attic insulation, wall insulation, and basement insulation.12
E.L.K. developed strong partnerships with community organizations such as Social Housing;13
Ontario Disability Support Program; Low Income People Involvement. This program has been14
extremely effective in helping vulnerable customers reduce costs and especially seniors who are15
on fixed income and concerned about rising costs.16

The Residential Demand Response Program was deployed in E.L.K.’s service territory primarily17
designed to provide energy monitoring solutions to home-owners who have the ability to18
participate in provincial demand response events. Home-owners who either have a central air19
conditioner, electric hot water tank, or a combination of both would qualify for the program.20
Overall the program was successful.21

4. Communications through a variety of media including phone, internet, social media,22
in-person and email23

E.L.K. has taken steps to make more effective use of all these channels. Based on the feedback24
received, E.L.K. updated its website including new content and making the site easier to25
navigate. In the future, E.L.K. will ensure its communications plan builds on using conventional26
channels supplemented with new channels including social media based upon the new employees27
within this application. While not tested in the quantitative phase of the customer consultation, a28
number of customers in the qualitative phase of the consultation suggested that E.L.K. invest29
more in communication and the channels they use to reach customers. This was a particularly30
evident when communicating during power outages and letting customers know when power31
would be restored resulted in 56.7% satisfactory rating.32

5. Proactive communications when there are un-planned outages33

E.L.K. is looking into social media platforms that will allow E.L.K. to provide customer with34
more timely information. These tools will be updated during outages to provide customers with35
as close to real time information as possible so customers can make better decisions on actions to36
take at home or at work. E.L.K. will continue to develop and refine these communication tools.37
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6. Business to be customer centric including timely service that solves their problems1

E.L.K. will continue to maintain and build on its exemplary customer service rating in the2
customer care category of its recent customer satisfaction survey. E.L.K. will implement some3
simple and cost effective measures to ensure timely service that solves customer problems.4
When customers contact E.L.K. they want acknowledgement that their problem is understood,5
they want empathy on the importance of their issue and they want a knowledgeable person to6
take action. E.L.K. is always trying to improve, making reminders, recommendation on wording7
use to assist in making the customer service experience that much better. E.L.K. has8
implemented a new procedure where customers are randomly called back each day to see if all9
their problems have been resolved and if they are satisfactory with the outcome and if any further10
action is required.11

E.L.K. will continue with its store front operation so customers have the convenience and ability12
to speak directly with staff on any service issue whether it is a bill payment issue or arranging for13
new service or upgrades. Customers will also continue to have access to local experienced staff14
should they wish contact through another channel.15

5.8 Letters of Comment16

The utility does not have any letter of comments to address at the time of the filing.17

6.0 PERFORMANCE MANAGEMENT18

This Section details the steps E.L.K. has taken in respect of each of the Board’s four RRFE19
outcomes. In connection with the RRFE outcomes, the Board issued a scorecard to E.L.K. on20
September 22, 2016, which is attached as Appendix 1B.21

RENEWED REGULATORY FRAMEWORK FOR ELECTRICITY DISTRIBUTORS (RRFE)22

The Board introduced a new approach to rate setting at the end of 2012 with the Renewed23
Regulatory Framework. The Renewed Regulatory Framework is a performance based approach24
to regulation that focuses on the achievement of outcomes such as efficiency, reliability,25
sustainability, and financial viability. The Report of the Board, Renewed Regulatory Framework26
for Electricity Distributors: A Performance Based Approach (“RRFE Report”) issued on27
October 18, 2012, outlines the following four (4) performance outcomes the Board expects28
distributors to achieve.29

1. Customer Focus: services are provided in a manner that responds to identified customer30
preferences;31

2. Operational Effectiveness: continuous improvement in productivity and cost32
performance is achieved; and utilities deliver on system reliability and quality objectives;33
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3. Public Policy Responsiveness: utilities deliver on obligations mandated by government1

(e.g. in legislation and in regulatory requirements imposed further to Ministerial2
directives to the Board); and3

4. Financial Performance: financial viability is maintained; and savings4

Scorecard5

On March 5, 2014, the Board issued a report for the Performance Measurement for Electricity6
distributors: A Scorecard Approach (EB-2010-0379). The report details the scorecard measures7
approach which the Board expects to use in order to monitor and assess a distributor’s8
effectiveness and improvements in achieving the four performance outcomes mentioned above,9
and to eventually facilitate distributor benchmarking. During the implementation period of the10
scorecard, the Board recognized that new measures may not have uniform definitions and11
therefore the Board has not yet determined industry targets for these measures. The Board12
intends for all measures on the scorecard to be uniform and have industry targets by 2018 for13
comparability and benchmarking purposes.14

E.L.K. has published its most recent scorecard for public viewing on its website at15
https://www.elkenergy.com/residential/general-information/16

E.L.K.’s scorecard for 2011-2015 is presented below and in Appendix 1B in full.17

18
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1

Customer Focus:2

Service Quality3

New Residential/Small Business Connected on Time4

Despite a downward trend in recent years, E.L.K. has improved performance in 2015. E.L.K.’s5
experience with connecting New Residential/Small Business Services on time continues to be6
above the industry target of 90% through a commitment to E.L.K.’s customers and E.L.K.’s7
process for new connections. E.L.K. plans to closely monitor month by month and work with8
operations to see if any future improvements can be made. In the future, E.L.K. plans to9
maintain this performance indicator above the industry target. E.L.K.’s trend for 2015 has10
increased from the previous two years. Further, E.L.K. expects that, if the application is11
successful continued success and achievement of targets will continue, with the addition of the12
requested linemen.13

Scheduled Appointments Met On Time14

E.L.K.’s experience with meeting Scheduled Appointments on time continues to be above the15
industry target of 90% through a continued commitment to E.L.K.’s customers and E.L.K.’s16
process for completing appointments within the 5 day window. This will be maintained by17
continuing with the use of service orders and giving priority to these appointments. In the future,18
E.L.K. will continue to do what is currently being done for continued success of this service19
quality indicator.20

Telephone Calls Answered on Time21

Calls answered within 30 seconds continues to be above the industry target of 65% and trending22
upward through a commitment to E.L.K.’s customers and E.L.K.’s process for telephone calls23
answered on time. With E.L.K.’s revamp of its website as well as promotion of e-care, both24
online tools allow customers the ability to answer routine questions on their own and allowing25
customer service representatives to spend more time on complex calls. In the future, E.L.K. will26
also look at having a dedicated customer service representative to answer phone calls based on27
the results being achieved at E.L.K.28

6.1 Customer Satisfaction29

First Contact Resolution (“FCR”)30

E.L.K. continues to develop this measure as no firm methodology from the OEB has been31
presented. A tool E.L.K. uses is how many customer calls get escalated to upper management as32
well as the OEB level. Per E.L.K.’s 2014 scorecard, E.L.K. conducted a customer satisfaction33
survey online which resulted in an overall positive customer experience. E.L.K. also conducted34
a 2015 survey for E.L.K.’s COS and produced very positive results. The number of customer35
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issues that required escalation after the first contact were minimal. Success rate of resolving the1
customer issue is over 98%. In the future, E.L.K. will continue to conduct third party surveys to2
our customers, ultimately trying to address any concerns they may have.3

Billing Accuracy4

Any bill adjustment or cancelled bill after the bill is issued is tracked and recorded manually5
through the examination of all cancelled bills. In 2014 and 2015 E.L.K. has met the target of6
98% with percentages of 99.97% and 99.99% respectively. In the future, E.L.K. will be working7
with our Customer Information System to develop a more sophisticated method of tracking for8
this measure.9

Customer Satisfaction Survey10

Active engagement with customers helps E.L.K. understand its customer preferences and assist11
the organization in shifting focus in order to deliver services in alignment with customer needs.12
The recent study conducted by Oracle Poll, found in Appendix 1D indicated that 75% of13
responded were satisfied, good or very good, and 14% not knowing. Please refer to Table 1-1514
of this Exhibit for details of E.L.K.’s Customer Engagement Activities. In the future,15

One of the first actions taken was the process of researching all forms of social media aspects for16
communication with customers. E.L.K. has recently engaged a third party to assist us with the17
planning and implementation of this and a planned 2017 launch is E.L.K.’s target. This new18
platform will be the responsibility of one of E.L.K. new employees being requested as part of19
this application, and provides the customer with some added value in which E.L.K. would not be20
able to deliver under the current structure. As an example, this will allow E.L.K. to make real21
time comments on system conditions during outages.22

Future annual customer surveys and quality assurance programs will act as a compass to guide23
the business and support continuous improvement.24

6.2 Operational Effectiveness25

Board Staff recommended 9 measures to assess a distributor’s operational effectiveness: three26
safety measures, two system reliability measures, one asset management measure, and three27
overall cost performance measures.28

Safety29

E.L.K. receives data from ESA providing performance data for the 2015 Distributor Scorecard.30
The data was for Component B (Compliance with Ontario Regulation 22/04) and Component C31
(Serious Electrical Incident Index) under the ‘Safety’ Performance Category of the Scorecard.32
E.L.K. has always been compliant with Ontario regulation 22/04 and has had zero serious33
electrical incidents occur over the life of the scorecard.34

System Reliability35
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SAIDI and SAIFI1

E.L.K.’s system reliability statistics for both System Average Interruption Duration Index2
(SAIDI) and System Average Interruption Frequency Index (SAIFI) falls within E.L.K.’s target3
as detailed in E.L.K.’s 2015 Scorecard. The change over the past few years is the result of a4
higher number of more impactful weather events. With respect to E.L.K.’s distribution network5
during normal operation as well as severe weather events, E.L.K. continues to invest in new6
infrastructure as well as perform preventative maintenance which is intended and will allow7
E.L.K. to continue to meet it system reliability targets.8

6.3 Asset Management9

Distribution System Plan Implementation Progress10

Performance metrics added by the OEB in 2014 include monitoring the cost efficiency and11
effectiveness with respect to planning quality and DSP implementation. E.L.K. has historically12
not tracked these metrics and will be developing processes to monitor and report in these areas.13
Metrics will include:14

Physical project progress vs. plan;15

Financial project progress vs. plan; and16

Actual vs. planned cost of work completed.17

E.L.K.’s Distribution System Plan is completed and filed with this application in Exhibit 2,18
Appendix 2A.19

6.4 Cost Control20

E.L.K.’s total costs per customer of $367 in 2014 are a decrease over 2013 amount of $401.21
Further, the total cost per Km of line has remained stable and actually decreased minimally in22
2014 compared to 2013.23

Further, in regards to cost control, E.L.K. continues to maintain one of the lowest “OM & A cost24
per customer”, as reflected in the 2014 Yearbook of Electricity Distributors, as the eighth lowest25
LDC in Ontario. Furthermore, according to the 2015 PEG report, E.L.K. continues to perform26
well. Overall efficiency rating of -37.6% is ranked 3rd best in the province and clearly indicates27
E.L.K.’s focus on operational effectiveness. Assuming the OM & A and Capital Costs in this28
application, WDI overall cohort ranking (Cohort I) will remain the same.29

30

31

32
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1

In the future, E.L.K. will continue to be committed to the measures under operational2
effectiveness, maintaining its strong safety and system reliability measures. Even with the3
increased OM & A, E.L.K. will continue to find efficiencies and cost improvements as detailed4
out below:5

Efficiencies and Cost Improvements6

E.L.K. has been working hard to improve its performances, to reduce costs, and to be more7
efficient. Focusing on customer satisfaction, E.L.K. details below some of the initiatives which8
all align with the objectives of the RRFE. E.L.K. will continue to find ways to respond to its9
customer needs, and add more value to its customer if it is cost efficient.10

24 Hours After Hours Call and On-Call Staff11

In an effort to respond to customer needs, E.L.K. possesses a 24 hour after hours call centre12
telephone answering service that processes calls from customers and the general public in13
accordance with instructions from E.L.K. On call staff is available 24 hours a day, including14
evenings, weekends and statutory holidays.15

Competitive Purchasing16

Within E.L.K.’s purchasing policy, a purchase order is required for all items greater than one17
thousand dollars and requires three quotes. E.L.K. is cost conscious and all savings achieved by18
price comparing for most items are passed on through the ratepayer through rates.19

Customer Service Efficiencies20

Online Services21

E.L.K.’s service strategy included adding more web based applications in addition to a complete22
upgrade of E.L.K.’s website. With respect to E.L.K.’s website, there is now a tremendous23
amount of knowledge, links, customer forms all which we have seen some of the more simple24
and repetitive calls decline. E.L.K.’s incoming calls have decreased each of the past three years.25
E.L.K. has maintained its complement of Customer Service representatives together with the26
growth at E.L.K.27

Telecommunications28

In 2014, E.L.K. hired a third party consultant to review all of E.L.K.’s telecommunications,29
including local, long distance, internet and cellular services. An annual savings of approximately30
$4,500 or 28.15% was achieved. These savings are now fully incorporated into E.L.K.’s cost31
structure and flow directly to the benefit of the rate payer.32

33
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2

Human Resource Efficiencies3

Employee Benefits Efficiencies4

E.L.K. is part of The Mearie Group in partnership with Comprehensive Benefits Solutions whose5
focus is insurance reciprocal. In 2013, MEARIE conducted a Request for Proposal for6
quotations regarding Group Employee Benefit Program to test the competitiveness of the current7
plan pricing and expenses. A transition was made for Life and Disability Programs (including8
basic term life, Retirement Life, Supplemental Life, Optional Life, Dependant Life, Critical9
Illness, Short and Long Term disability plans resulting in overall cost savings to E.L.K. in these10
areas).11

6.5 Public Policy Responsiveness12

In the Board’s Scorecard Report, Board Staff recommended four measures to assess a13
distributors’ public policy responsiveness: two CDM measures and two measures for connection14
of renewable generation.15

Conservation and Demand Management16

In 2011 – 2014, E.L.K. contracted with the IESO to deliver a portfolio of IESO-contracted17
province-wide CDM programs (“IESO Programs”) to all customer segments including18
residential, commercial, institutional, and low income. Most of these programs were rolled-out19
by the IESO in June 2011. In 2011 program activities were centered on building a foundation for20
full program execution over the next three years of the program term, including staffing,21
procurement, and program delivery.22

E.L.K. focused on many of the conservation programs, concentrating on the small business23
lighting program, ERII, the Peaksaver Plus and Low Income Program.24

Since 2006, through two previous generations of CDM programming, E.L.K. has demonstrated a25
strong commitment to serving its customers. For 2011-2014, E.L.K. was allocated 4-year targets26
of 2.7MW of Peak Demand Savings and 8.3 GWh of Net Cumulative Energy Savings.27

Over the course of 2014, E.L.K. achieved an incremental 1.0 MW in peak demand savings and28
8.0 GWh in energy savings, which represents 37.8% and 96.9% of E.L.K.’s 2014 target,29
respectively.30

These results are representative of a considerable effort expended by E.L.K., in cooperation with31
customers, channel partners and stakeholders to overcome many operational and structural issues32
that limited program effectiveness across all market sectors. This achievement is a success and33
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the relationships built within the 2011-2014 CDM program term will aid results in future CDM1
programs.2

Future reports on Conservation will be provided by E.L.K. to the IESO who will report annually3
to the OEB.4

5

Connection of Renewable Generation6

E.L.K. supports the processing of requests for connections by embedded renewable and7
non-renewable generation. As of December 31, 2015 E.L.K. has connected a total of 1358
microFIT and 5 FIT generation customers with a connected capacity of 1680 KW9

Renewable Generation Connection Impact Assessments Completed on Time10

All completed E.L.K. CIA’s were done in the prescribed time limit11

New Micro-embedded Generation Facilities Connected on Time12

All microFITS have been connected on time. E.L.K. works closely with customers and their13
contractors to address any connection issues and ensure the project is connected on time.14

Government Obligations15

E.L.K. has been required to support a number of provincial policy initiatives, including, but not16
limited to:17

- Mandatory purchase and deployment of smart meters and conversion to time of use18
billing. This is a directive of the Minister of Energy to provide accurate energy19
consumption and allow utilities to respond quickly to power interruptions. E.L.K. is fully20
compliant.21

- Mandatory framing of time-of-use billing data through the provincial meter data22
management repository. E.L.K. required no extensions and beginning November 201123
achieved Time of Use pricing on customer bills.24

- Implementation of the Green Energy and Green Economy Act, including the increased25
focus on facilitation renewable generation at homes and businesses.26

- Implementation of Low Income Energy Assistance Program, new options and assistance27
for low income customers. The Board determined that the funds to be distributed by28
distributors to LEAP should be the greater of $2,000 or .012% of a distributor’s Board –29
approved distribution revenue requirement. E.L.K. has achieved this every year starting30
in 2012.31
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- Mandatory Distribution System Code Amendments impacting billing issuance and1

payment revisions, disconnections and payment procedures, disconnections for2
non-payments and arrears payment agreements.3

- Mandatory, as a condition of maintaining a Distributor’s License, achievement of energy4
conservation results. The IESO and OEB were satisfied with E.L.K.’s results as well as5
the reasoning’s for the shortfalls.6

- Adoption of IFRS. 2015 are the first financial statements prepared in accordance with7
IFRS and IFRS 1 First-time Adoption of International Financial Reporting Standards has8
been applied.9

- Implementation of HST. The Ontario Provincial Government combined the GST and10
PST taxes to implement HST on July 1, 2010. E.L.K. met the implementation date for11
the bill print.12

- Mandatory implementation of the Ontario Clean Energy Benefit (“OCEB”) and Ontario13
Electricity Support Program (“OESC”). Effective January 1, 2011, a credit of 10% of the14
base invoice amount applies to electric charges on each residential or GS<50 customer15
bill. Effective September 1, 2012, OCEB was limited to the first 3000 kWh consumption16
per month. E.L.K. submits monthly online OCEB reports to the Ministry of Energy and17
achieved this target beginning January 2011. With respect to the OESP, E.L.K. made the18
appropriate changes to its CIS as required and was 100% compliant for the roll out.19

- Adoption of the Accessibility for Ontarians with Disabilities Act, 2005. Achieved all20
requirements based on E.L.K.’s number of employees.21

- Ontario One Call – All owners and operators of underground infrastructure, including22
municipalities are required to be members of ON1 Call and to respond to locate requests.23

- Bill Print changes to include Line Losses- Losses were reflected in the “Electricity24
subheading on low-volume customer bills. New regulation had these charges related to25
line loss included under the “Delivery” subheading. E.L.K. is in full compliance and26
achieved this July 2013.27

- Act in accordance with Industrial Conservation Initiative (Class “A” Global Adjustment).28

- Development of plans/targets for a new CDM framework for the 2015-20 periods.29
E.L.K. has hired Greensaver to assist E.L.K. in its Conservation initiatives.30

- Renewed Regulatory Framework with its incremental requirements around asset31
planning, customer engagement, reporting, rate setting and maintaining a scorecard.32
E.L.K. has reported all changes to the OEB as required.33

- Master Agreement with the IESO on conservation program delivery including audits by34
IESO or their representatives. The agreement has been signed with the IESO.35
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1

2

3

4

5

- Long Term Energy Plan which sets out a framework for nuclear power, renewable6
energy, conservation, rate mitigation, regional planning and energy innovation. The plan7
identified, as part of the rate mitigation strategy that:8

“The Distribution Sector Review Panel, which delivered its report,9
identified the potential for significant savings among the10
province’s Local Distribution Companies (LDCs). The11
government expects that LDCs will pursue innovative partnerships12
and transformative initiatives that will result in electricity ratepayer13
savings.”14

Each of these policies have customer and resource implications to successfully implement and15
support. Often, the extent of the resourcing and customer service requirements were not known16
until the policies implemented.17

Going Forward, E.L.K. has continued to engage with Greensaver to assist us in meeting all18
targets with respect to conservation and demand management.19

In the future, E.L.K. continues to aggressively pursue with customer’s energy efficiency and20
conservation initiatives in order to reach our target as well as work with customers and third21
parties for all microFIT and FIT applications.22

6.6 Financial Performance23

In the Board’s Scorecard Report, Board Staff recommended three measures to assess a24
distributor’s financial viability: current ratio, total debt-to-equity ratio, and achieved regulated25
rate of return.26

E.L.K. continues to remain efficient as evident from the recently released PEG analysis report27
(July 2016) that has E.L.K. placed in Group 1 despite recent economic and industry challenges28
posed by increased activity and complex operational demands. The main factors contributing to29
the utilities financial success are a strong focus on performance and associated financial30
management, efficiencies achieved throughout the financial year including reductions in31
overhead expenses and a continued focus on fiscal responsibility and planning.32

Current Ratio33
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As an indicator of financial health, a current ratio that is greater than 1 is considered good as it1
indicates the company can pay its short term debts and financial obligations. E.L.K.’s 20142
current ratio of 2.55 in 2014 and 2.05 in 2015 are strong.3

Total Debt to Equity Ratio4

A debt to equity ratio of 1.5 indicates that a distributor is more highly leveraged than the deemed5
capital structure. A high debt to equity ratio may indicate that an electricity distributor may have6
difficulty generating sufficient cash flows to make its debt payments. E.L.K.’s debt to equity7
ratio of 0.81 in 2014 and 0.63 in 2015 is strong.8

Regulatory Return on Equity9

E.L.K.’s current distribution rates were approved by the OEB effective May 1, 2015 and include10
an expected return on equity of 9.12%. In 2015, the regulatory return on equity is 10.72%.11
E.L.K. will use the additional regulatory/accounting analyst to allow E.L.K. to report internally12
more frequently and compile data to allow for a smoothing of the ROE over the years.13

In the future, E.L.K. will continue to monitor these ratios as well as other financial ratios and14
with the addition of the regulatory/accounting staff, this can be done much more often and15
reaction time for changes can then be done much quicker, in a more timely manner.16

7.0 FINANCIAL INFORMATION17

7.1 Non-Consolidated Audited Financial Statements18

E.L.K. has filed the non-consolidated audited financial statements of the utility for the three most19
recent historical years i.e. for the years ending December 31, 2013 to 2015 respectively.20
These statements exclude the operations of affiliated companies that are not rate regulated.21
In addition, non-utility businesses being conducted by E.L.K. have been segregated in the22
financial reporting from its rate regulated activities. Copies of E.L.K.’s Audited Financial23
Statements are provided in Appendices 1-E, 1-F and 1-G.24

7.2 Reconciliation Between Audited Financial Statements and Regulatory Accounting25

E.L.K. has followed the accounting principles and main categories of accounts as stated in the26
OEB’s Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts27
(“USoA”) in the preparation of this application. E.L.K.’s reconciliation prepared in conjunction28
with KPMG between financial statements and regulatory financial results is provided as29
Appendix 1H.30

7.3 Annual Report and MD&A for Parent Company31

E.L.K. does not publish an annual report or an MD&A. As a result, this requirement is not32
applicable.33
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7.4 Rating Agency Reports:1

E.L.K. does not possess any Rating Agency Reports.2

7.5 Prospectus, Information Circulars for Recent and Planned Issuances3

E.L.K. has not prepared any prospectuses or information circulars for recent or planned4
issuances.5

6

7

8

7.6 Changes in Tax Status9

E.L.K. is a corporation incorporated pursuant to the Ontario Business Corporations Act and has10
not had a change in tax status since its last Cost of Service Application dated September 19,11
2012, EB-2011-0099.12

7.7 Accounting Orders13

E.L.K. is not requesting Accounting Orders in this proceeding.14

E.L.K. has not changed its accounting policies since its last Cost of Service application for 201215
rates (EB-2011-0099), and therefore there are no impacts on revenue requirement.16

7.8 Uniform System of Accounts17

E.L.K. is not aware of any Uniform System of Account departures.18

7.9 Accounting Standards19

The Accounting Standard Board (“AcSB”) deferred mandatory adoption of IFRS for qualifying20
rate-regulated entities to January 1, 2015. However, per the Board’s letter of July 17, 2012,21
electricity distributors electing to remain on CGAAP were required to implement regulatory22
accounting changes for depreciation expenses and capitalization policies by January 1, 2013.23
E.L.K. confirms it implemented the regulatory accounting changes for depreciation in 2013 and24
overhead capitalization during its 2013 fiscal year end. The 2017 Cost of Service Application is25
to be filed on an IFRS accounting basis, as such, E.L.K. has prepared its application on an IFRS26
basis.27

7.10 Accounting Treatment of Non-Utility Businesses28
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E.L.K.’s application has been prepared to show E.L.K. as a regulated entity, separately from its1
parent company or its affiliate that is not regulated by the Board. Only the amounts attributable2
to E.L.K. have been reflected.3

E.L.K. confirms that the accounting treatment it has used in this application has segregated all of4
non-utility activities from its rate regulated activities.5

MATERIALITY THRESHOLDS6

The Minimum Filing requirements state that a distributor with a distribution revenue requirement7
of less than $10 million must use $50,000 as a materiality threshold. With a proposed base8
revenue requirement of $3,963,096 E.L.K. has used this amount as a materiality threshold9
throughout this application.10

8.0 DISTRIBUTOR CONSOLIDATION11

E.L.K. has not acquired or amalgamated with another LDC since its last rebasing.12

13

9.0 Other Information14

9.1 INFORMATION ON AFFILIATES15

E.L.K. provides services for an affiliate company, E.L.K. Solutions Inc. (E.L.K. Solutions).16
Appendix 1I details out this agreement.17

E.L.K. also performs services for its shareholder the Town of Essex.18

9.2 SERVICES PROVIDED BY E.L.K. TO E.L.K. SOLUTIONS19

9.2.1 Water Heater Services20

From time to time, one or more of the Designated Employees will be made available by Energy21
to Solutions to provide Services in relation to the Business. Appendix 1I details out the Service22
Agreement between E.L.K. Energy Inc. and E.L.K. Solutions Inc.23

9.2.2 Street Light and Sentinel Light Services24

From time to time, one or more of the Designated Employees will be made available by Energy25
to Solutions to provide Services in relation to the Business Appendix 1H details out the Service26
Agreement between E.L.K. Energy Inc. and E.L.K. Solutions Inc.27

9.3 SERVICES PROVIDED BY E.L.K. TO TOWN OF ESSEX28

9.3.1 Water & Sewer Billing Services29
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E.L.K. provides the Town of Essex water and sewer billing services. These services include1
meter reading, service orders, billing, bill collection and payment, answering all customer water2
and sewage related inquiries and other customer services as required. By providing this service,3
E.L.K. has been able to combine meter reading, billing, collections and customer service4
functions. Approximately 35% of the bills issued each month are shared electricity/water and5
sewer bills and approximately 27% are water only accounts.6
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Appendix 1A- E.L.K. Business Strategic Plan 2016

E.L.K. ENERGY INC.

BUSINESS STRATEGIC PLAN

2017

E.L.K. ENERGY INC.

172 FOREST AVE.

ESSEX ON N8M 3E4



E.L.K. Energy Inc.
EB-2016-0066

Exhibit 1
Page 74 of 238

Filed: November 1, 2016

CORPORATE AND UTILITY ORGANIZATIONAL STRUCTURE

On January 6, 2010, E.L.K. was incorporated pursuant to the Business Corporations

Act, of Ontario, and is the successor corporation to the Hydro-Electric Commission for

the Town of Essex, the Corporation of the Town of Lakeshore Hydro-Electric

Commission, and the Kingsville Hydro Electric Commission. Initially, the three

municipalities were shareholders of the corporation. In 2008, E.L.K.’s shareholders

entered into a share purchase agreement whereby the Town of Essex agreed to

purchase the common shares of the Town of Lakeshore and Town of Kingsville. The

transaction was approved by the Board in January 2009, and the Town of Essex

became the Company’s sole shareholder. E.L.K. is therefore 100% owned by The

Corporation of the Town of Essex.
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BOARD AND MANAGEMENT WORKING IN HARMONY

The E.L.K. Board and Management work together.

Each of the Board and Management has a fiduciary duty in relation to the Company

The Board and Management must work together and in harmony and collaborate

together not independent from one another

Management develops plans, procedures, guidelines and reports; the Board provides

advice, feedback and perspective

A tone of trust and respect is important to the relationship between Management and

Board. Open, frank and honest discussions are encouraged at all Board meetings.

Management provides the E.L.K. Board with written reports, oral reports, verbal and

written responses to E.L.K. Board inquiries, that are crucial to the successful realization

of E.L.K.’s corporate goals and objectives. These practices, enable E.L.K. Board

members to understand the issues facing the utility, and assist the Board in exercising

its independent judgement in carrying out its responsibilities. The E.L.K. Board

conducts an annual assessment of E.L.K.’s performance and discusses individual

management’s member’s performance.

Board Mandate:

The board’s primary duty is to supervise the management of the business and affairs of

E.L.K. and to protect the investment of the Shareholder by managing the exposure of

inherent risks.
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CORPORATE GOVERNANCE

Board Meetings:

E.L.K. holds monthly Board Meetings

E.L.K.’s Board Representation:

The E.L.K. Board is appointed by E.L.K.’s shareholder. The Corporation of the Town of

Essex identifies and selects new members of the Board.

E.L.K.’s Board of Directors consists of nine directors, none of which is an employee or

officer of the utility. Of the nine directors, four are independent, and do not sit on the

Board of any E.L.K. affiliate. This conforms to the Affiliate Relationship Code (“ARC”)

whereby at least one-third of its directors must remain independent from Affiliate

Boards.

Board Committees:

There is one regular committee of the E.L.K. Board, that being the Finance Committee.
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POSITIONING E.L.K. FOR CHANGE

E.L.K. has served the Towns of Essex, Lakeshore and Kingsville which include six non-

contiguous service areas, serving the communities of Belle River, Comber, Cottam,

Essex, Harrow and Kingsville for the last 16 years. Residents, businesses and

institutions who receive electricity distribution services from E.L.K. will be affected by

the Application.

E.L.K. must continue to evolve its business to meet current and future demands from its

customers, adding value from the community and the broader sector. The distribution

sector in Ontario is poised for further change in the future. E.L.K. will identify different

strategic business scenarios, critical success factors for each scenario and prepare

itself for eventual change.

The executive team at E.L.K. comprises the Chief Executive Officer as well as the

Director, Finance & Regulatory Affairs.
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MISSION AND OBJECTIVES

OUR MISSION

E.L.K.’s mission statement is to provide the highest quality service to our customers by

ensuring that the electrical system is designed, constructed and maintained to ensure

its reliability, safety and affordability while increasing shareholder value.

OUR OBJECTIVES

E.L.K.’s priorities are defined in its Corporate Goals

 Provide a safe and reliable electricity distribution system with the capacity to

meet the expectations of our customers and support local economic growth.

 Promote and practise excellence in safety.

 Establish the lowest retail rates possible without compromising the financial

integrity of the Corporation in compliance to our Shareholder’s direction and

Corporate Strategic Plan.
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SPECIFIC BUSINESS GOALS FOR 2017

E.L.K. has taken a strategic approach to its business plan in order to position itself to deliver on
its goals and objectives.

1. Maintain an adequate and skilled employee base to meet ongoing demand and meet E.L.K.’s
Capital Investment Plan.

2. Increase regulatory/accounting and operational capacity in the accounting and engineering
departments. Right size these departments.

3. Plan to meet E.L.K.’s Service Quality Objectives by increasing formal customer engagement
activities.

4. Plan to meet E.L.K.’s Conservation and Demand Management Objectives.

5. Plan to formalize the asset management process

6. Plan to meet E.L.K.’s Health, Safety and Wellness Objectives
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MAINTAINING SUCCESS

1. Create sustainable value for our shareholder by promoting business strengths and

pursuing appropriate business opportunities.

2. Keeping up-to- date on regulatory and provincial changes

3. Continuance of relationships with E.L.K.’s third party conservation partner in order to

achieve all CDM requirements.

4. Regular review of fixed asset and the Distribution System Plan

5. Continued Technological advancements to optimize effectiveness and efficiency.

6. Strong and effective fiscal management.
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HOW TO REMAIN SUCCESSFUL AND BUILDING ON CURRENT SUCCESS

The Board introduced a new approach to rate setting at the end of 2012 with the

Renewed Regulatory Framework The Renewed Regulatory Framework is a

performance based approach to regulation that focuses on the achievement of

outcomes such as efficiency, reliability, sustainability, and financial viability. The Report

of the Board, Renewed Regulatory Framework for Electricity Distributors: A

Performance Based Approach (“RRFE Report”) issued on October 18, 2012, outlines

the following four (4) performance outcomes the Board expects distributors to achieve.

1. Customer Focus: services are provided in a manner that responds to

identified customer preferences.

2. Operational Effectiveness: continuous improvement in productivity and cost

performance is achieved; and utilities deliver on system reliability and quality

objectives;

3. Public Policy Responsiveness: utilities deliver on obligations mandated by

government (e.g. in legislation and in regulatory requirements imposed further

to Ministerial directives to the Board); and
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4. Financial Performance: financial viability is maintained; and savings

COST REDUCTIONS AND PRODUCTIVITY IMPROVEMENTS NOW AND IN THE

FUTURE

1. E.L.K. will continue to offer and promote eBilling to maintain and potentially

increase the number of customers using this billing option.

2. E.L.K. will continue with in-house monthly bill production and printing. E.L.K. is

already billing all customers on a calendar month basis.

3. E.L.K. will continue to utilize an Operational Data Store.

4. E.L.K. will continue to improve on communication of our company strengths and

accomplishments to our customers and shareholders.

5. E.L.K. will continue to anticipate and react quickly to constant legislative and

regulatory changes.
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The Board’s oversight relationship with management and accountability to the

Shareholder is to be guided by the Company’s Statement of Mission, Vision and Values.

Directors are expected to work with their fellow Directors to fulfill the mandates of the

Board and the committees of the Board.
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Appendix 1B- E.L.K. Energy Inc, 2015 Scorecard
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Appendix 1C - Map of Distribution Service Territory and Service Areas

The outlined area represents the County of Essex. The area highlighted in Yellow represents
E.L.K.’s Distribution Service Territory
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Appendix 1D- E.L.K. Oracle Poll Customer Survey Report

E.L.K. Energy

Customer Survey Report

Prepared by:

For:

June 2016
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METHODOLOGY & LOGISTICS

Overview

1. This report represents the findings from a telephone survey of E.L.K. Energy customers.
The survey was conducted by Oraclepoll Research Ltd for E.L.K. Energy Inc.

2. Included in this report is an Executive Summary of the findings from the survey and the
results by individual question.

Study Sample

3. A total of 300 respondents were interviewed. All respondents were screened to ensure
that they were 18 years of age or older and one of the persons at their residence that
makes payment and other decisions about their power bill.

Survey Method

1. The survey was conducted using computer-assisted techniques of telephone interviewing
(CATI) and random number selection. The sample frame was inclusive of private
numbers as well as cell phone only households. A total of 20% of all interviews were
monitored and the management of Oraclepoll Research Limited supervised 100%.

Logistics

1. Interviews were completed between the days of June 13th to June 19th 2016.

2. Initial calls were made between the hours of 5 p.m. and 9 p.m. Subsequent call backs of
no-answers and busy numbers were made on a (staggered) daily rotating basis up to 5
times (from 10 a.m. to 9 p.m.) until contact was made. In addition, telephone interview
appointments were attempted with those respondents unable to complete the survey at the
time of contact.

Confidence

3. The margin of error for the 300-person residential survey is ± 5.6%, 19/20 times.

EXECUTIVE SUMMARY

Overall Satisfaction

Respondents were first asked the following overall satisfaction question.
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Q1. “Considering all aspects of being a customer of E.L.K. Energy, how would you rate

your overall satisfaction with the company as your electrical services provider?”

Most or three quarters (75%) of E.L.K customers provided a combined good or very good rating
for their overall satisfaction with the LDC as their provider, compared to only 12% that accorded
a poor or very poor score while 13% gave a neutral or satisfactory rating.

Comparative Customer Service

Next respondents were asked to rate the customer service provided by E.L.K. in relation to other
providers of service.
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Q2. “Using a scale from one very poor to five very good, how would you rate E.L.K.

Energy’s customer service (i.e. being responsible and reliable) compared to other service
providers such as your heating fuel, telephone company or your cable TV or satellite

provider?”

E.L.K. fared well in the comparative customer service rating category as almost seven in ten or
68% rated the LDC as good or very good in comparison to other providers, only 9% as poor or
very poor, while 16% gave a satisfactory score and 8% were unsure or did not know.

Price of Electricity – Satisfaction

Customers then were asked to rate their satisfaction with the price that they pay for their
electricity.
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Q3. “Using a scale from one very poor to five very good, how would you rate your

satisfaction with the price that you pay for electricity?”

Slightly less than a third of customers or 32% are satisfied (total good rating) with the price that
they pay for electricity, while almost half or 49% are dissatisfied (total poor), with 19% being in
the middle giving a satisfactory rating in this area.

Energy Bills

An awareness question was asked to customers about the percentage of their bill that E.L.K.
accounts for in relation to costs out of their control.
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Q4. “Were you aware that your local utility E.L.K. only accounts for approximately 15% of

your electricity bill and the remaining 85% relate to transmission, generation and other
administrative costs out of its control?”

There appears to be a high awareness of the fact that E.L.K accounts for only about 15% of the
bill that customers receive as evidenced by the 57% that said yes to the question. A total of 36%
were unaware and 7% did not know or were unsure.

Overall value

Respondents were then asked a series of questions and were told by the interviewers to focus on
the percentage of their bill (15%) that E.L.K. is responsible for. They were first asked the
following question on the overall value that the LDC provides.

“The next set of questions focus on the 15% of your electricity bill that E.L.K. represents.”
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Q5. “Using the same scale from one very poor to five very good, how would you rate the

overall value that E.L.K. Energy provides?”

Despite the high dissatisfaction with the price that they pay for electricity (Q3 – 49%), a majority
of customers are satisfied with the overall value that E.L.K. provides in the context of the 15%
portion of the electricity bill that the LDC represents. A total of 59% rated the value as good or
very good, only 11% as poor or very poor, 16% as satisfactory while 14% said that they did not
know.

Customer Service Statements

Two statements related to customer service were read to respondents after which they were asked
to rate their level of agreement with each one.

“I am now going to read some brief statements that may be used to describe E.L.K. Energy.
Using a scale from one strongly disagree to five strongly agree, please respond to each

statement after it is read.”

AGREEMENT STATEMENTS Total
Disagree

Neutral Total
Agree

Don’t
Know

Q6. E.L.K. Energy provides customers with
reliable and good service.

9% 7% 83% 1%

Q7. E.L.K. Energy meets its commitment to
customers.

7% 9% 82% 1%
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E.L.K. rated very highly in terms of the level of agreement provided for each of the two
customer service areas. A very strong 83% agreed or strongly agreed that the utility provides
customers with reliable and good service and 82% agreed that their LDC meets its commitment
to customers.

In an open ended or unaided follow-up question, respondents were asked what they felt E.L.K
Energy could do to better service its customers. A total of 42% did not know or were unsure
of what the utility could better do to service customers and 5% claimed that nothing more was
needed. Among those with an opinion, the most named by 32% was to lower rates, while other
mentions were varied and included having better communication (6%), repairing or maintaining
power lines (4%), having fewer outages (3%), quicker responses to outages (3%), advising
customers of what they do (3%), being quicker on service calls (2%), explaining their bills (1%)
and providing more reliable service in winter months (1%).

Performance Ratings – Reliability & Outages

Respondents were then asked to rate E.L.K. across four areas related to reliability, responses to
outages, scheduling and communicating information about planned outages.

“Using a scale from one very poor to five very good, please rate the performance of E.L.K.
Energy in each of the following areas.”

RELIABILITY & OUTAGE AREA
RATINGS

Total poor Satisfactory Very
good

Don’t
know

Q9. The reliability of power supply 7% 14% 78% 1%
Q10. Prompt response(s) to power outages
when they occur

15% 10% 62% 13%

Q11. Effectively scheduling planned power
outages

21% 11% 42% 26%

Q12. Effectively communicating with
customers about planned power
interruptions in your area

24% 7% 49% 19%

E.L.K. Energy rated strong and highest for providing a reliable power supply at 78%, next
followed by 62% that gave the utility a good or very good score for promptly responding to
outages. On the prompt response to outages indicator, only 15% accorded a negative rating of
poor or very poor, 10% a satisfactory score, but 13% did not know nor had no opinion.

Satisfaction results were lower in the areas of communicating with customers about planned
interruptions at 49% and especially for effectively scheduling planned outages at 42%.
Negative ratings were also higher in these two areas (24% & 21% respectively) and a high
number of customers were unaware of the LDC’s role or performance. A total of 26% were
unsure how effective E.L.K. is at scheduling outages and 19% did not know how effective they
are at communicating with customers about planned interruptions.
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In an open ended follow-up question allowing for verbatim responses, customers were asked
about their preferred method to receive information from E.L.K during outages.
Telephone would be the most preferred choice to get information during an outage by almost
half of customers or 49%. The next most named source was email (16%), followed by radio
(14%), social media (8%), texts (4%), the E.L.K. website (4%) and a Smartphone app (2%).
Only 5% did not know nor had no preference.

Price Balance

A question was asked to respondents where they could choose from five options on the issue of
balancing rates or prices in relation to the number of outages that they would tolerate.

Q14. I am going to ask your opinion on the issue of balancing the price you pay for
maintenance and renewal of your local electricity infrastructure (i.e. “keeping the lights on”).

Please pick one of the following five options, reflecting your preference. Do you prefer…

Percent
1-the lowest rates and potentially regular outages 7%
2- lower rates and potentially occasional outages 22%
3-a balance between rates and outages 47%
4- higher rates and potentially fewer outages 5%
5-the highest rates and potentially a lower number of outages 4%
Don’t know 16%

Most customer responses fell in the middle where they would prefer a balance between rates and
the number of outages (47%). Only 9% said that they would want higher rates with potentially
fewer outages, with 5% preferring the highest rates and lowest possible outages and 4% higher
rates and fewer outages. A total of 29% would prefer lower rates tolerating occasional outages,
with 22% preferring lower rates with occasional outages and 7% the lowest rates with the
possibility of frequent outages.

Communication Rating

Respondents then rated the performance of E.L.K. in communicating with customers.
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Q15. “Please rate the performance of E.L.K. Energy in communicating with its customers

using a scale from one very poor to five very good.”

Results are mixed on the issue of communicating with customers as 50% provided a total good
rating, 11% a poor one 18% gave the utility a satisfactory grade and 22% either said they had no
experience in this area or did not know.

In an open ended unaided question allowing for multiple responses, customers were asked about
their preferred method to have E.L.K. Energy communicate information to them.
Direct mail accounted for 27% of all responses, followed by 16% that named bill inserts, 16%
emails, 9% information on the company website and 8% social media. Other mentions included
text messages (7%), radio (6%), telephone (5%), newspapers ads (4%) and through the customer
newsletter (3%).

Another unaided question allowing for multiple responses probed respondents about their
preferred method to have them communicate with the company. On this indicator telephone
was mentioned by a 51% majority, while email followed at 30%. Other responses included in
person visits at the office (6%), a link on the company website (5%), social media (3%) and
regular mail (2%). A total of 3% did not know nor had no preference.

Rating Bill Inserts

Next respondents were asked to rate E.L.K. bill inserts and electronic bill links.

Q18. “From time to time, E.L.K. Energy attaches information to your bill in the form of a
bill insert, or for electronic bills in the form of a link. Using a scale from one very poor to five
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very good, how you would rate the overall quality of all of the bill inserts and other printed

materials you have received from E.L.K. Energy?”

Most or 62% had a favourable opinion (good & very good) of bill inserts or electronic bill links,
while a lesser 14% had an unfavourable opinion (poor or very poor). A total of 16% gave bill
inserts a satisfactory grade and 6% said that they had no experience with bill insets or links and
3% did not know.

OEB and Regulation of Rates

An awareness question was asked about the Ontario Energy Board and its role in regulating the
price that E.L.K can charge for electricity.
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Q19. “Were you aware that E.L.K.’s energy rates or the price that it charges for electricity is

regulated by the Ontario Energy Board (OEB)?”

A 72% majority claimed to be aware of the role of the OEB in regulation energy prices, 18%
were unaware and 11% were unsure.

Capital Expenditure Plan – Support

The following preamble describing the capital expenditure plan was read to respondents after
which they were asked if they supported the initiative.

E.L.K. Energy’s electrical infrastructure dates back to the 1950’s and some are now
approaching the end of their useful life, potentially impacting the reliability of electricity
delivery. It is estimated that 38% of all power outages are caused by equipment failures.

As a result, E.L.K.’s Operations Department have recommended spending approximately $1.3
million on capital expenditures in 2017, which is about the same that was spent in 2015.

These capital expenditures include inspections and replacement of poles and lines that are
nearing this end of their useful lives, connecting new customers to the electricity grid,

implementing smart switching and monitoring equipment to minimize outage times, computer
system upgrades, office improvements and the replacement of aged fleet vehicles.
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Q20. “Do you support this capital expenditure plan by E.L.K.?”

Yes, I support this plan recommended by E.L.K.’s Operations Department 76%
No, I do not support the plan recommended by E.L.K.’s Operations Department 3%
No opinion (Don’t care) 8%
Don’t know 12%

More than three-quarters majority or 76% (n=229) support the plan recommended by E.L.K.’s
Operations Department. A very low 3% (n=10) of customers do not support this plan while two
in ten (n=61) have no opinion on this issue (8%) or are unsure (12%).

When supporters were asked their main reason for backing the plan, 26% cited the need for
reliable service or fewer outages, 21% said it is needed for the future, 11% that maintenance is
required, 10% that upgrades are required and 7% that all utilities need to modernize.
Other mentions included that it will save money in the long run (6%), that E.L.K. has managed
well in the past (5%) and that this plan has worked well elsewhere (3%), while 11% did not
know.

Among opponents (n=10), comments for not backing the plan included the belief the plan will
be too costly (n=3), that the LDC has already spent money on upgrades (n=3), that rates will
increase (n=2), while n=2 were unsure.

Feedback from those unsure or with no opinion (n=61) centred mostly on the need for more
information (44%), having nothing to compare it to (n=7), needing more time to consider the
issue (8%) and to be sure that upgrades are required (3%). A high 33% did not know nor had no
comment.

Capital Expenditure Plan – Rates

They were next asked if they would support the capital expenditure plan even if it resulted in an
increase in their monthly bill.

Q22. “The recommended capital program will ultimately have an impact on rates or
customers’ bills. Would you support this infrastructure renewal plan even if it resulted in an

increase in your monthly energy bill?”

Yes, I fully support the Operations Department recommendations 18%
Yes, I support the Operations Department recommendations, provided the bill
increases are modest

39%

No, I do not support any bill increases (even if this means more frequent and longer
power outages)

29%

Don’t know 14%
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Presented with the scenario of increased rates under the plan, 57% would still support it with
18% fully backing it and 39% if the rise in price is modest. A total of 29% do not support the
bill increases even if it would result in more and longer outages.

Operations and Maintenance Plan – Support

The following preamble describing the operations and maintenance plan was read to respondents
after which they were asked if they supported the initiative.

E.L.K. operating budget also impacts on the customer bills including the costs for managing
and maintaining the system. It’s operating budget for 2017 is currently planned to increase to

approximately 3.3 M, which is about 20% higher than prior years. The increases are
primarily due to succession planning, and reorganizing staffing levels in order to provide

customers with a better overall customer experience. E.L.K.’s outside service will increase as
well due to additional customer engagement efforts (like this survey). In addition, it is focused

on updating and maintaining its overhead and underground lines, feeders and meter
maintenance.

Q23. “Do you support this operations and maintenance plan by E.L.K.?”

Yes, I support the plan recommended by E.L.K. 77%
No, I do not support the operations and maintenance plan by E.L.K. 3%
No opinion (Don’t care) 3%
Don’t know 17%

Support for the operations and maintenance plan is high at 77% (n=230), with opposition very
low at 3% (n=10), while 20% (n=60) did not know (17%) or had no opinion (3%).

The main reason that supporters provided for being behind the plan included the belief it is a
good idea and that they support it (40%), that it is needed for improved service (19%), that
upgrades or improvements are required (15%), to reduced outages or surges (6%) and that
underground lines are a good idea (3%). 17% did not know nor had no opinion.

Among those not supporting the plan (n=10), there were n=5 that cited the belief that rates will
increase, n=2 that it is too costly, while n=3 did not know.

When feedback was solicited from the (n=60) that had no opinion or did not know, a high
35% were still unsure, while 27% said that they needed more information on the issue and 20%
that they wanted to know details on how the money would be spent (20%). Other comments
included needing to be sure that upgrades were necessary (8%), requiring more time to consider
the matter (7%) and having nothing in context to compare this issue to (3%).
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Operations and Maintenance Plan – Rates

They were next asked if they would support the operations and maintenance plan even if it
resulted in an increase in their monthly bill.

Q25. “The operations and maintenance plan will ultimately have an impact on rates or
customers’ bills. Would you support this plan even if it resulted in an increase in your

monthly energy bill?”

1-I fully support the operations and maintenance plan 22%
2- Yes, I support the operations and maintenance plan, provided the bill increases
are modest

47%

3- No, I do not support the operations and maintenance plan (even if it improves
customer service)

21%

Don’t know 10%

Support for the operations and maintenance plan is still high at 69% even with the prospect of
increased monthly bills. A total of 22% fully support the initiative and 47% would be behind it
if rate increases were modest. There are 21% that do not support the plan even if customer
service would be improved and 10% were undecided.

RESULTS BY QUESTION

Q1. Considering all aspects of being a customer of E.L.K. Energy, how would you rate your
overall satisfaction with the company as your electrical services provider? Please respond

using a scale from one very poor to five very good.

Frequency Percent
1-very poor 9 3.0
2-poor 27 9.0
3-satisfactory 40 13.3
4-good 106 35.3
5-very good 118 39.3
Total 300 100.0

Q1. Comments

Frequency
Power outages / frequent outages 14
Power outages are short / power restored quickly 7
Cost of energy keeps rising 5
Good service / satisfied 5
There are power surges 3
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Q2. Using a scale from one very poor to five very good, how would you rate E.L.K.
Energy’s customer service (i.e. being responsible and reliable) compared to other service

providers such as your heating fuel, Telephone Company or your cable TV or satellite
provider?

Frequency Percent
1-very poor 15 5.0
2-poor 11 3.7
3-satisfactory 48 16.0
4-good 75 25.0
5-very good 128 42.7
Don’t know 23 7.7
Total 300 100.0

Q2. Comments

Frequency
Have not dealt with them / limited dealings 13
No problems 10
There are many / frequent outages 8
Service is good 4
Quick to restore service 2
Cost of energy keeps rising 2

Q3. Using a scale from one very poor to five very good, how would you rate your
satisfaction with the price that you pay for electricity?

Frequency Percent
1-very poor 107 35.7
2-poor 39 13.0
3-satisfactory 58 19.3
4-good 53 17.7
5-very good 43 14.3
Total 300 100.0

Q3. Comments

Frequency
Rates keep going up / too quickly 22
Don’t agree with time of use pricing 9
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Conservation still doesn’t help with bills 4
Dislike smart meters 3
Government waste & mismanagement cause high
prices

2

Q4. Were you aware that your local utility E.L.K. only accounts for approximately 15% of
your electricity bill and the remaining 85% relate to transmission, generation and other

administrative costs out of its control?

Frequency Percent
Yes aware 171 57.0
No unaware 108 36.0
Don’t know 21 7.0
Total 300 100.0

The next set of questions focus on the 15% of your electricity bill that E.L.K. represents.

Q5. Using the same scale from one very poor to five very good, how would you rate the
overall value that E.L.K. Energy provides?

Frequency Percent
1-very poor 18 6.0
2-poor 16 5.3
3-satisfactory 47 15.7
4-good 103 34.3
5-very good 73 24.3
Don’t know 43 14.3
Total 300 100.0

Q5. Comments

Frequency
Satisfied / pleased 11
Not sure what they do 8
Rates are too high / rising too quickly 6
Doing the best they can 3

I am now going to read some brief statements that may be used to describe E.L.K. Energy.
Using a scale from one strongly disagree to five strongly agree, please respond to each
statement after it is read.
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Q6. E.L.K. Energy provides customers with reliable and good service

Frequency Percent
1-strongly disagree 10 3.3
2-somewhat disagree 17 5.7
3-neither agree nor disagree 22 7.3
4-somewhat agree 132 44.0
5-strongly agree 117 39.0
Don’t know 2 .7
Total 300 100.0

Q7. E.L.K. Energy meets its commitment to customers

Frequency Percent
1-strongly disagree 9 3.0
2-somewhat disagree 13 4.3
3-neither agree nor disagree 28 9.3
4-somewhat agree 118 39.3
5-strongly agree 129 43.0
Don’t know 3 1.0
Total 300 100.0

Q8. What can E.L.K. Energy do to better service its customers?

Frequency Valid Percent
Don’t know 125 41.7
Lower rates 95 31.7
More / better communication 17 5.7
Nothing more 14 4.7
Power lines need to be repaired /
maintained

11 3.7

Fewer power outages 9 3.0
More information about what they
do / services they offer

8 2.7

Quicker responses to outages 8 2.7
Arrive on time / quicker for service
calls

6 2.0

Explain the cost of service / bills 4 1.3
More reliable service in winter 2 .7
How they differ from Hydro One 1 .3
Total 300 100.0
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Using a scale from one very poor to five very good, please rate the performance of E.L.K.
Energy in each of the following areas.

Q9. The reliability of power supply

Frequency Valid Percent
1-very poor 9 3.0
2-poor 11 3.7
3-satisfactory 42 14.0
4-good 117 39.0
5-very good 118 39.3
Don’t know 3 1.0
Total 300 100.0

Q10. Prompt response(s) to power outages when they occur

Frequency Valid Percent
1-very poor 14 4.7
2-poor 31 10.3
3-satisfactory 30 10.0
4-good 54 18.0
5-very good 132 44.0
Don’t know 39 13.0
Total 300 100.0

Q11. Effectively scheduling planned power outages

Frequency Valid Percent
1-very poor 26 8.7
2-poor 38 12.7
3-satisfactory 33 11.0
4-good 72 24.0
5-very good 54 18.0
Don’t know 77 25.7
Total 300 100.0

Q12. Effectively communicating with customers about planned power interruptions in your
area

Frequency Valid Percent
1-very poor 35 11.7
2-poor 37 12.3
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3-satisfactory 22 7.3
4-good 86 28.7
5-very good 62 20.7
Don’t know 58 19.3
Total 300 100.0

Q12. Comments

Frequency
Need better communication 21
Do not receive information on planned outages 16
Power is reliable 8
Too many outages 6
Need quicker responses to outages 5
Quick to restore power 3
Total 300

Q13. What is your preferred method to receive information from E.L.K. during outages?

Frequency Valid Percent
Telephone 148 49.3
Email 47 15.7
Radio 41 13.7
Social media 24 8.0
Don’t know/no preference 14 4.7
Text messages 12 4.0
E.L.K. Energy Website 9 3.0
Smartphone App 5 1.7
Total 300 100.0

Q14. I am going to ask your opinion on the issue of balancing the price you pay for
maintenance and renewal of your local electricity infrastructure (i.e. “keeping the lights on”).

Please pick one of the following five options, reflecting your preference.

Frequency Valid Percent
1-the lowest rates and potentially
regular outages

20 6.7

2- lower rates and potentially
occasional outages

65 21.7

3-a balance between rates and
outages

140 46.7

4- higher rates and potentially 15 5.0
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fewer outages
5-the highest rates and potentially a
lower number of outage

11 3.7

Don’t know 49 16.3
Total 300 100.0

Q15. Please rate the performance of E.L.K. Energy in communicating with its customers
using a scale from one very poor to five very good.

Frequency Percent
1-very poor 11 3.7
2-poor 22 7.3
3-satisfactory 54 18.0
4-good 84 28.0
5-very good 65 21.7
No experience 20 6.7
Don’t know 44 14.7
Total 300 100.0

Q16. What is your preferred method to have E.L.K. Energy communicate information to
you?

Multiple Responses
N Percent

Bill inserts 77 15.9%
Direct mail 130 26.9%
Newspaper advertising 17 3.5%
E.L.K. Energy Website 43 8.9%
E-mail from the company 76 15.7%
Customer newsletter 12 2.5%
Radio 30 6.2%
Social media, such as Facebook or Twitter 38 7.9%
Telephone 26 5.4%
Text message 34 7.0%
Total 483 100.0%

Q17. And as a customer, what is your preferred method that you would like to communicate
with E.L.K. Energy?

Multiple Responses
N Percent

Telephone 187 50.5%
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Email 112 30.3%
Social media 12 3.2%
Link or form on E.L.K. Energy Website 18 4.9%
Regular mail 9 2.4%
In person at office 21 5.7%
Don’t know / no preference 11 3.0%
Total 370 100.0%

Q18. From time to time, E.L.K. Energy attaches information to your bill in the form of a bill
insert, or for electronic bill, in the form of a link. Using a scale from one very poor to five very

good, how you would rate the overall quality of all of the bill inserts and other printed
materials you have received from E.L.K. Energy?

Frequency Percent
1-very poor 32 10.7
2-poor 9 3.0
3-satisfactory 47 15.7
4-good 96 32.0
5-very good 89 29.7
No experience 19 6.3
Don’t know 8 2.7
Total 300 100.0

Q19. Were you aware that E.L.K’s energy rates or the price that it charges for electricity
is regulated by the Ontario Energy Board (OEB)?

Frequency Percent
Yes aware 215 71.7
No unaware 53 17.7
Don’t know 32 10.7
Total 300 100.0

E.L.K. Energy’s electrical infrastructure dates back to the 1950’s and some are now approaching
the end of their useful life, potentially impacting the reliability of electricity delivery. It is
estimated that 38% of all power outages are caused by equipment failures.

As a result, E.L.K.’s Operations Department have recommended spending approximately
$1.3 million on capital expenditures in 2017, which is about the same that was spent in 2015.
These capital expenditures include inspections and replacement of poles and lines that are
nearing the end of their useful lives, connecting new customers to the electricity grid,
implementing smart switching and monitoring equipment to minimize outage times, computer
system upgrades, office improvements and the replacement of aged fleet vehicles.
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Q20. Do you support this capital expenditure plan by E.L.K?

Frequency Percent
Yes, I support this plan recommended by
E.L.K.’s Operations Department

229 76.3

No, I do not support the plan recommended by
E.L.K.’s Operations Department

10 3.3

No opinion (Don’t care) 25 8.3
Don’t know 36 12.0
Total 300 100.0

IF YES ASK Q21A

IF NO ASK Q21B

IF NO OPINION / DON’T KNOW ASK Q21C

Q21a. Can you tell me why you support the plan?

Frequency Percent
Need for reliable service / less outages 59 25.8
It is needed for the future 48 21.0
The maintenance is needed 26 11.4
Don’t know 26 11.4
Needs to be upgraded 24 10.5
All companies need to modernize / update 15 6.6
Save money in the long run if done now 13 5.7
ELK has done a good job 11 4.8
This plan has worked elsewhere 7 3.1
Total 229 100.0

Q21b. Can you tell me why you do not support the plan?

Frequency Percent
They have already upgraded 3 30.0
Too costly 3 30.0
Rates will increase 2 20.0
Don’t know 2 20.0
Total 10 100.0
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Q21c. Can you tell me why you do not know / have no opinion?

Frequency Percent
Don’t have enough information / need more
information

27 44.3

Don’t know 20 32.8
Have nothing to compare it to 7 11.5
Need more time to consider it 5 8.2
Need to be sure infrastructure needs upgrading 2 3.3
Total 61 100.0

Q22. The recommended capital program will ultimately have an impact on rates or
customers’ bills. Would you support this infrastructure renewal plan even if it resulted in

an increase in your monthly energy bill?

Frequency Percent
1-Yes, I fully support the Operations Department
recommendations

55 18.3

2-Yes, I support the Operations Department
recommendations, provided the bill increases are
modest

117 39.0

3-No, I do not support any bill increase (even if
this means more frequent and longer power
outages)

87 29.0

Don’t know 41 13.7
Total 300 100.0

Q22. Comments

Frequency
Don’t want rate increases 19
Depends on the rate increase 11
It needs to be done 10
Money / bill payments should have been put
towards this already

7

Regular maintenance should have been completed 6
Customers should not have to pay for this 4

E.L.K.’s operating budget also impacts on the customer bills including the costs for managing
and maintaining the system. Its operating budget for 2017 is currently planned to increase to
approximately 3.3M, which is about 20% higher than prior years. The increases are primarily
due to succession planning, and reorganizing staffing levels in order to provide customers with a
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better overall customer experience. E.L.K.’s outside service will increase as well due to
additional customer engagement efforts (like this survey). In addition, it is focused on updating
and maintaining its overhead and underground lines, feeders and meter maintenance.

Q23. Do you support this operations and maintenance plan by E.L.K?

Frequency Percent
Yes, I support this plan recommended by E.L.K. 230 76.7
No, I do not support the operations and
maintenance plan by E.L.K.

10 3.3

No opinion (Don’t care) 9 3.0
Don’t know 51 17.0
Total 300 100.0

IF YES ASK Q24A

IF NO ASK Q24B

IF NO OPINION / DON’T KNOW ASK Q24C

Q24a. Can you tell me why you support the operations and maintenance plan?

Frequency Percent
Support the plan / good idea 93 40.4
Needed for reliable / improved service 43 18.7
Don’t know 38 16.5
Needs to be upgraded 35 15.2
For less outages / surges 13 5.7
Underground is a good idea 8 3.5
Total 230 100.0

Q24b. Can you tell me why you do not support the operations and maintenance plan?

Frequency Percent
Rates will increase 5 50.0
Don’t know 3 30.0
Too costly 2 20.0
Total 10 100.0

Q24c. Can you tell me why you do not know / have no opinion?

Frequency Percent
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Don’t know 21 35.0
Don’t have enough information / need more
information

16 26.7

Need details on how money will be spent 12 20.0
Need to be sure infrastructure needs upgrading 5 8.3
Need more time to consider it 4 6.7
Have nothing to compare it to 2 3.3
Total 60 100.0

Q25. The operations and maintenance plan will ultimately have an impact on rates or
customers’ bills. Would you support this plan even if it resulted in an increase in your

monthly energy bill?

Frequency Percent
1-I fully support the operations and maintenance
plan

66 22.0

2-Yes, I support the operations and maintenance
plan, provided the bill increases are modest

140 46.7

3-No, I do not support the operations and
maintenance plan (even if it improves customer
service)

64 21.3

Don’t know 30 10.0
Total 300 100.0
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Appendix 1E- 2015 Audited Financial Statements
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Appendix 1H- E.L.K. CGAAP IFRS Conversion KPMG Created Template

ELK

Opening balance IFRS restatement D7 \ D2/ D2.1 \ D4 \ D2 \ D13 D6 \ D7 \ D8 \ D7 \ D7 \ D1.1 \ D11 \ D10 \ D12 \ D7 \ D7 \

12/31/14, as

previously

audited

1. Move capital

assets included in

regulatory to PPE

2. Move

accumulated

depreciation to

cost of PPE

3. Capitalize

borrowing costs

for Qualifying

Asset

4. Move capital

contributions received in

2014 to deferred revenue,

related amortization to

revenue

5. Remove disposals

from PPE and

recognize loss in the

Statement of

Operations

6. Move regulatory

component of

deferred PILs asset

to regulatory assets

7. Split regulated

settlement variances

between debits and

credits and move debits

to assets

8. Gross up customer billings

included in deferral and

variance accounts to the

Statement of Operations

8a. Gross up expenses included

in deferral & variance accounts

8b. Gross up cost of power for

charges in deferral & variance

accounts

9. Move adjustments to

RSVAs included in service

revenue or cost of power to

net movement in regulatory

balances

10. Adjust employee future

benefits to projected accrued

benefit obligation, and record

OCI and expense impact

11. Reclassify long

term customer

deposits to current

liabilities

12. Correct

accounting for

leases

13. Adjust tax

for regulatory

tax entry

14. Remove

carrying charges

on regulatory

a/cs from I/S

Do not adjust -

add columns

before 12/31/14,

restated

Total

restatements

STATEMENT OF FINANCIAL POSITION N/A N/A N/A

Current assets

Cash - Unrestricted 2,769,144 2,769,144 -

Cash - Restricted 714,882 714,882 -

Accounts receivable 1,470,901 1,470,901 -

Prepaid expenses 137,989 137,989 -

Unbilled revenue 4,178,403 4,178,403 -

Inventories 297,798 297,798 -

Payments in lieu of income tax receivable 84,067 84,067 -

9,653,184 - - - - - - - - - - - - - - - - 9,653,184 -

PPE 22,646,687 176,554 (14,960,632) 603,122 (11,340) 8,454,391 (14,192,296)

Less: accumulated amortization (14,727,322) 14,960,632 (233,310) 5,216 5,216 14,732,538

Regulatory assets - 6,124 14,257,002 14,263,126 14,263,126

Future PILs 1,210,000 (212,000) 998,000 (212,000)

Investment 70,020 70,020 -

Total assets 18,852,569 176,554 - - 369,812 - - 14,257,002 - - - - - - - (212,000) - 33,443,937 14,591,368

Current liabilities

Accounts payable and accrued liabilities (3,727,382) (3,727,382) -

Current portion of customer deposits (193,019) (903,367) (1,096,386) (903,367)

Bank debt (5,900,000) (5,900,000) -

Shareholder promissory note - - -

Payment in lieu of income taxes payable - - -

Deferred Revenue - (369,812) (369,812) (369,812)

(9,820,401) - - - (369,812) - - - - - - - - (903,367) - - - (11,093,580) (1,273,179)

Customer deposits (903,367) 903,367 - 903,367

Regulatory Liabilities (132,298) (176,554) (14,257,002) 212,000 (14,353,854) (14,221,556)

Employee future benefits (688,452) 194,611 (493,841) 194,611

-

S/H Equity: -

Share capital (2,000,100) (2,000,100) -

Retained earnings (905,576) - - - - - - - (0) - - - - - - (4,000) - (909,576) (4,000)

Accumulated other comprehensive income - - - - - - - - - - - - (194,611) - - 4,000 - (190,611) (190,611)

Contributed surplus (4,402,375) (4,402,375) -

(7,308,051) - - - - - - - (0) - - - (194,611) - - - - (7,502,662) (194,611)

Total Liabilities and S/H Equity (18,852,569) (176,554) - - (369,812) - - (14,257,002) (0) - - - - - - 212,000 - (33,443,937) (14,591,368)

check (s/b zero) - 0 - - - - - - (0) - - - - - - - - 0 0

STATEMENT OF OPERATIONS AND RETAINED EARNINGS

Service revenue (26,298,875) 1,550,762 (3,141,846) (27,889,959) (1,591,084)

Service revenue adjustment 37,670 37,670

Cost of electricity 22,963,742 308,775 3,986,818 27,259,335 4,295,593

Gross margin (3,297,463) - - - - - - - 1,550,762 - 308,775 844,972 - - - - - (592,954) 2,704,509

Other operating revenue:

Interest and other (280,770) (233,310) (514,080) (233,310)

Late payment charges (290,679) 114,524 (176,155) 114,524

Unrealized gain on investments (6,494) (6,494) -

(577,943) - - - (233,310) - - - - - - - - - - - 114,524 (696,729) (118,786)

(3,875,406) - - - (233,310) - - - 1,550,762 - 308,775 844,972 - - - - 114,524 (1,289,683) 2,585,723

Other Expenditure: 2,585,723

Administration 866,088 866,088 -

Billing and collection 592,754 592,754 -

Amortization 352,695 28,920 233,310 614,925 262,230

Interest 310,612 (135,773) 174,839 (135,773)

Operations and maintenance 806,466 6,124 89,229 901,819 95,353

2,928,615 28,920 - - 233,310 6,124 - - - 89,229 - - - - - - (135,773) 3,150,425 221,810

Net income before tax and regulatory items (946,791) 28,920 - - - 6,124 - - 1,550,762 89,229 308,775 844,972 - - - - (21,249) 1,860,742 2,807,533

Income taxes

Payment in lieu of income taxes 115,000 1,000 116,000 1,000

Net Income (831,791) 28,920 - - - 6,124 - - 1,550,762 89,229 308,775 844,972 - - - 1,000 (21,249) 1,976,742 2,808,533

Net movement on regulatory deferral accounts

related to profit or loss - (28,920) (6,124) (1,550,762) (89,229) (308,775) (844,972) (5,000) 21,249 (2,812,534) (2,812,534)

Net income after regulatory (831,791) - - - - - - - (0) - - - - - - (4,000) - (835,791) (4,000)

Other comprehensive income - 12,065 4000 16,065 16,065

-

Total comprehensive income (831,791) - - - - - - - (0) - - - 12,065 - - - - (819,726) 12,065

-

Retained Earnings, beginning (73,785) (73,785) -

Retained Earnings, end (905,576) - - - - - - - (0) - - - - - - (4,000) - (909,576) (4,000)

check (s/b zero) - - - - - - - - - - - - - - - - - - - (0)

Note: All PPE adjustments for IFRS will go through distribution equipment
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Appendix 1I Service Agreement between E.L.K. Energy Inc. and E.L.K. Solutions Inc.
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Appendix 1J Description of E.L.K.’s main operational units

The following is a description of each of E.L.K.’s main operational units.

1. Operations/Engineering/Fleet:

The Operations department at E.L.K. consists of engineering services, network control
operations, substation services and asset management. The Operations department currently has
13 staff, consisting of the Manager of Operations, a Foreman, a Leadhand, and 10 Journeyman.
There are plans to increase this department in 2017. Operations define the frequency of
maintenance activities and are directly responsible for maintenance and repair on substations.
Operations are responsible for maintaining overhead and underground assets outside of E.L.K.’s
substations. Collectively they make the distribution system assets function as a reliable and safe
system.

Additional responsibility includes the safe and efficient design of the electricity distribution
system, ensuring long term plans and expenditures are appropriate to accommodate future
customer growth and infrastructure renewal to maintain safe and reliable service levels.
These services include: (i) asset management, including the planning and design of overhead,
underground, and street lighting distribution projects; (ii) working with new customers or
existing customers with expansion requirements to safely and efficiently connect to the
distribution system (iii) utilizing engineering standards that are developed within the electricity
distribution system in accordance with Electrical Safety Authority (“ESA”) standards and
regulations; (iv) inspections of the electricity distribution system to ensure compliance with the
distribution system code; (v) co-ordination of the OPA’s Feed-in Tariff (FIT), microFIT
programs, and E.L.K.’s responsibilities under the Ministry of Energy’s Green Energy and Green
Economy Act (GEGEA); (vi) managing joint use attachments by various third parties
(vii) liaison with customers, and developers.

The Operations department uses approved Utility Standard Forum standards and establishes
processes to ensure compliance with Ontario Regulation 22/04. Ontario Regulation 22/04 is a
performance based standard covering the safety requirements for the design, construction and
maintenance of electrical distribution systems in Ontario. Under Ontario Regulation22/04
E.L.K. is audited each year with a report sent to the Electrical Safety Authority. The most recent
audit conducted in the winter of 2016 found “no areas of non-compliance or needs
improvements”.

During major planned and un-planned outages the Operations manager takes on responsibility
for assessing overall system needs and may direct Operations staff where appropriate.
The groups work as a team to quickly and safely restore power. Customer engagement is very
important during outages and as suggested by customers and the media, E.L.K. is working on
developing various outreach tools, such as social media.
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The Operations manager is also responsible for fleet management and for achieving department
results including health and safety objectives.

The field crews are responsible for i) predictive maintenance, ii) preventative maintenance
iii) emergency maintenance and repairs, iv) service work v) capital project implementation on
overhead and underground distribution plant. Field crews are also available to help other utilities
during contingency events. Field crews consist of one foreman, one leadhand, and
10 journeyman lineman. The crews are available 24/7 365 days a year to respond to any planned
or un-planned outages on the system. They respond regardless of weather and time of day.
Working safely is their main objective while accomplishing tasks quickly and efficiently.

The operations manager is also responsible for the procurement of all goods and services for
E.L.K. in accordance with the approved Purchasing Policy, including relationships with
suppliers, co-ordination of quotations and tendering processes, and the negotiating of
agreements. Further, the receiving of inventory, issuing of materials, and inventory returns, as
well as the monitoring and control of inventory, including cycle counts, and building
maintenance is also the responsibility of the operations manager.

Operations is also responsible for the purchasing, installation, testing and commissioning of all
new simple and complex metering installations. Operations is also responsible for the ensuring
meters communicate with either the wireless network or phone interrogation system.
Maintaining communications with the wireless AMI system is a new responsibility and new
workload requiring daily attention. This is a significant new responsibility that has added not
only additional work and accountability, but requires very specific handling of meter changes
such that dates, time and locations are accurately tracked through electronic work order
management systems so that time-based interval meter readings are not lost. This department is
also responsible for all manual reads for ensuring compliance with seal periods as per
Measurement Canada requirements.

Fleet Management:

Although not a distinct department, the Operations Manager is responsible for the maintenance
and control of approximately 10 vehicles, including 3 bucket trucks, 1 radial boom devices,
1 underground truck, 1 dump truck and 4 SUV’s and pick-up trucks. Fleet also manages 3 pieces
of equipment such as trailers for poles and material. Having modern, reliable and safe
equipment is a mandatory requirement for completing capital and maintenance work efficiently
and safely. Working over and next to high voltage conductor means equipment and tools must
perform.

E.L.K.’s vehicle replacement program provides for the replacement of small vehicles on an eight
year timeframe, the replacement of large trucks on a fifteen year timeframe, and
underground/dump trucks on a ten year timeframe. E.L.K.’s objective is to maximize the life of
its vehicles and equipment through routine maintenance programs, while at the same time
ensuring that the level of capital expenditure on an annual basis is fairly constant. Operational
and mechanical assessments are completed each year to determine the condition of each vehicle.
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The following items are reviewed: safety aspects of the vehicle; dielectric integrity, operational
and body condition; age of the vehicle; kilometers and hours on the vehicle; past major
mechanical problems; and potential major mechanical problems.

The Operations department is responsible for the operations and maintenance of E.L.K.’s
distribution system. Maintenance activities include those predictive and preventative
maintenance programs which proactively determine where issues or risks exist on the
distribution system, or where the probabilities are increasing for new issues or risks to occur.
E.L.K. continuously reviews and evaluates its maintenance information from visual inspections
in order to adjust predictive and preventative actions.

Repair activities consist of both planned and unplanned activities. Planned repairs represent work
that is scheduled, and where possible, completed without interruptions to customers.
Customer interruptions may be required for immediate emergency repairs, such as distribution
system outages or failures due to storms, tree damage, animal or bird contact or equipment
failures. Maintenance activities also include tree trimming, removals and brushing, which is on a
yearly cycle, with each of the service areas.

E.L.K. engages in the following types of maintenance and service programs, some of which are
prescribed by the Distribution System Code (DSC):

Predictive Maintenance

Predictive maintenance activities involve the testing of elements of the distribution system.
These activities include infrared thermography testing, transformer oil analysis, planned visual
inspections and pole testing. These evaluation tools are all administered using a grid system with
appropriate frequency levels. Any identified deficiencies found are prioritized and addressed
within a suitable time frame.

Preventative Maintenance

Preventative maintenance activities include inspection, servicing and repair of network
components. This includes overhead and pad-mounted load break switch maintenance, insulator
washing and cleaning/inspection of underground vaults. Also included are regular inspection
and repair of substation components, relays, and ancillary equipment. The work is performed
using a combination of time and condition based methodologies. Inspections are conducted on
one third of the distribution system each year in accordance with the Minimum Inspection
Requirements outlined in Appendix ‘C’ of the OEB’s Distribution System Code (“DSC”).
Testing of the distribution assets typically involves the measurement of some aspect of the
distribution asset’s condition (e.g. the measurement of electrical current and voltage on a system
asset). A significant component of preventative maintenance activities is the annual
tree-trimming management program. This includes both on-cycle and off-cycle work required
because of tree growth or a decline in the condition of a tree such that it requires immediate
attention. The service territory has been broken into six sections with one section completed
each year.
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Emergency Maintenance

This includes unexpected system repairs to the electrical system that must be addressed
immediately. The costs include those related to repairs caused by storm damage, emergency tree
trimming, high winds and accidents from vehicle contact with poles, guys, etc. The ultimate
objective is to reduce this emergency maintenance when possible. This work also includes
holding poles with derrick trucks that have been damaged in accidents or when excavation at
pole base causes instability.

Service Work

The costs related to this work pertain to service upgrades requested by customers, and requests to
provide safety coverage for work (overhead line cover ups). This includes service
disconnections and reconnections by E.L.K. for all service classes; assisting pre-approved
contractors; making final connections after Electrical Safety Authority (“ESA”) inspection for
service upgrades; and changes of service locations.

Customer engagement is also a major priority and requirement for Operations.
When maintenance or capital work requires planned outages, Operations staff contact many of
the customers impacted to arrange mutually convenient times to schedule the work.

Energy Conservation

The Conservation duties fall under the responsibility of the Director, Finance & regulatory
Affairs. The mandate is to deliver provincial conservation and renewable generation programs.
E.L.K. has currently engaged Greensaver to assist in delivering all aspects of conservation
delivery. Greensaver is Ontario’s leading not-for-profit energy efficiency organization.
For more than 25 years, they have delivered energy conservation programs for government,
agencies and utilities, assisting homeowners and businesses across Ontario to reduce their energy
and environmental footprint. They are currently the face of 51 utilities.

a) Energy Conservation:

Energy conservation is responsible for implementing and achieving conservation results as
required by provincial initiatives. This is developing into a significant workload and
responsibility for E.L.K. as the 2015-2020 provincial framework has ambitious targets and
limited funding. The funding and reporting for these responsibilities are not part of this
application process however conservation efforts require a significant amount of resourcing
support from the entire organization. This work is incremental in nature and for the most part
been managed by the existing complement. It is not clear whether incremental resources will be
required to support the new framework.
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2. Finance/regulatory/billing/customer service/IT

The Finance Department includes Billing/IT, Regulatory, and Customer Service. This group
consists of one Director of Finance & Regulatory Affairs, one Supervisor of Finance &
Customer Service, and 3 full time and one part-time customer service representatives. E.L.K. is
planning to increase the complement of this team with one Regulatory/Accounting Analyst.

Financial Services

The Finance department is responsible for the preparation of statutory, management and Board
of Directors financial reporting in accordance with CGAAP/IFRS standards; all daily accounting
functions, including accounts payable, accounts receivable, capital componentization of assets
and general accounting; treasury functions including borrowing and cash management, risk
management, accounting systems and internal control processes; preparation of budgets and
forecasts; and supporting tax compliance. In addition, this department assumes the responsibility
for wholesale settlement with the Independent Electricity System Operator and ensuring
compliance with market rules. Financial Services also provides analysis and expert input into
major decisions made by the business.

The Director, Finance & Regulatory Affairs is also responsible for all regulatory reporting and
compliance with applicable codes and legislation governing electrical utilities.
Regulatory reporting includes the development and preparation of rate filings, performance
reporting and compliance.

a) IT & Billing

i. IT

The Director, Finance & Regulatory Affairs is also responsible for providing enterprise and
departmental systems, solutions and services to support the operational and strategic needs of
E.L.K. E.L.K. does outsource all complex issues of IT to our IT consultant who has been with
E.L.K. for over 15 years. IT is responsible for the development and implementation of
information technology policies, procedures and processes to ensure control and protection of
E.L.K.’s assets, data, equipment and associated risks. A new responsibility and cost to the
business, is the customer data required as a result of new settlement processes with smart meters.
IT must be vigilant with security protocols to avoid un-authorized access to customer data.

The Director, Finance & Regulatory Affairs is also responsible for maintaining and managing
performance of E.L.K.’s Automated Metering Infrastructure to support billing processes.
The Director, Finance & Regulatory Affairs works closely with Sensus, E.L.K.’s smart meter
provider and system operator, and other third parties to ensure that meters are communicating
and meter data is received at rates above 98% read interval success. This accuracy minimizes
estimating of when consumption occurred through the time of use billing period. Experience has
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proven that meters, their built-in radios and the collector and transmission network have dynamic
performance and intervention is required frequently to keep the system performing at a high
level. Weather, tree growth, temperamental equipment and constantly evolving technology make
it a real challenge to keep the AMI system performing at a high level. This workload and costs is
all new to the business. Also there are no formal training programs available as AMI systems are
very new and early in the deployment phase. Experience is sometimes gained through trial and
error.

The Director, Finance & Regulatory Affairs also ensures all the components of the smart
metering system are functional including the Operational Data Store and that meter data is
synching with the provincial Meter Data Management Repository.

ii. Billing

E.L.K. issues approximately 150,000 invoices annually to customers. On average this total
includes 1600 final bills for customers moving within or outside of E.L.K.’s service territory.
An annual billing schedule is created based on the meter reading cycle schedule to ensure timely
billing of services. The billing functions include the VEE processes; EBT and retailer settlement
functions for approximately 720 retailer accounts; account adjustments; processing meter
changes; and other various account related field service orders and mailing services.
E.L.K. offers customers a number of billing and payment options including an equal payment
plan and a preauthorized payment plan.

E.L.K. has three full time and one part time billing clerks and there are no plans for changes in
2017.

E.L.K. uses an integrated Customer Information System for billing and managing and reporting
on all work activities. Synchronization with the CIS and Operational Data Store (ODS) systems
is critical to maintain data consistency with the provincial Meter Data Management Repository.
Synchronization files are generated and submitted to the MDMR on a daily basis.
Reports related to synchronization file performance are monitored with appropriate action taken
when necessary. The Billing group also advises operations when smart meters fail to
communicate with the AMI system and when repairs are successful.

Raw consumption data provided from smart meters must be validated prior to acceptance into the
billing system. Billing ensures Validation, Editing and Estimation (VEE) is performed in parallel
through the ODS to ensure data consistency and integrity with the MDMR. The Director,
Finance & Regulatory Affairs ensures communications with the MDMR are successful and
resolves any exceptions.

Recently E.L.K. began offering an eBilling service in order to provide a service to customers
looking to receive and store bills electronically. This has been a very successful initiative with
approximately 1400 customers signed up and using the program.



E.L.K. Energy Inc.
EB-2016-0066

Exhibit 1
Page 235 of 238

Filed: November 1, 2016
Billing is also responsible for monthly payment of all renewable generation contracts that
customers have with provincial agencies. This workload is incremental and can be very time
consuming.

E.L.K. continues to offer a well utilized storefront operation for customer convenience to pay
bills, set up accounts, arrange payments and to ask general questions. This customer engagement
experience is actually preferred by many customers as an estimated 1,800-2,400 customer visits
are made each year.

The Customer Service team is responsible to deliver customer service excellence by responding
to customer needs on the phone, in person or through electronic communications. Key activities
include processing payments, processing customer moves, making payment arrangements,
identifying eligibility for special terms and arrangements based on residential or income status,
coordination of disconnects and reconnects, and timely and accurate payment processing and
collection of accounts in accordance with Distribution System Code and related procedures.
The Customer Service team manages phone and field responses to customers to ensure quality
achievement of service level parameters established by the Board, and also process requests for
locates and ensure final reads are collected and processed.

The Director, Finance & Regulatory Affairs is also responsible for managing the collection
process. The collection process includes the collecting of overdue accounts, final accounts,
previously written off accounts and security deposit management. Active overdue accounts are
collected by in-house through reminder notices, mailed, and direct telephone contact.
In addition, a final attempt is made to contact and speak with the customer prior to disconnecting
the service for non-payment. Final bill collections are turned over to a collection agency.

The Director, Finance & Regulatory Affairs is also responsible for benefits administration,
pension, recruitment, succession planning, health and wellness, and legislative compliance
including privacy.

The Chief Executive Officer (C.E.O.) provides strategic and operational leadership for the
business. The C.E.O. is active in the development of all major plans required by the business
and often has an execution role as well in both operating and capital programs. The C.E.O.
works with the management team to monitor performance against objectives and to decide on
remedial actions. The C.E.O. works closely with Board members to develop strategy and ensure
results are achieved. The C.E.O. sets the pace for the business and drives continuous
improvement both in staff, work processes and equipment. The C.E.O.’s role is key to defining
corporate culture and values and drives financial performance and customer service levels.
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Appendix 1K – List of Requested Approvals
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